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Our client stations receive the Personalized

Service that they need to secure the

highest possible share of radio dollars.
At the same time, each client benefits from the Collective Clout of our collaborative
marketing, which often opens up new avenues of revenue that individual broadcasters

might not otherwise obtain.

Interep is also the parent company of Interep Interactive, the company’s Internet
representation and web publishing division specializing in the sale and marketing of on-line
advertising. Interep Interactive includes Cybereps, Winstar Interactive and Perfect Circle
Media. Interep Interactive has built a solid reputation in the on-line advertising arena

through its representation of premium, quality content websites.

In addition, Interep owns Morrison and Abraham, a sales consulting company that
works with media clients to develop effective sales promotions and non-traditional revenue
opportunities. This enables Interep to offer national advertisers a seamless marketing,

advertising and sales promotional trio to achieve local market goals.

Interep offers a variety of marketing support services to advertisers and advertising
agencies, including: consumer and media research; sales and management training;
promotional programs; and unwired radio “networks,” which allow customers to create

customized, multi-market radio buys with a single phone call. In addition, our client stations

benefit from the Interep Marketing Group, which

PERSONALLZED

Wikl COLLECTIVE
clout

is devoted to bringing new advertisers into radio.




‘We are the largest
independent national

Interep is the exclusive rep firm for nearly 1,800 radio stations
nationwide, including many of the leading consolidators in the
industry. We are unique in our marketplace — the only national
radio rep that is not owned by a broadcast group.

radio rep firm in
the United States.

We structure our organization to meet the
diverse needs of the industry’s broadcasters,
as well as advertisers and agencies.

‘ Advertieing
(Vieiclia ¥ Customaers

Innovations

Advertisers

Radio ’ .y'\( 1 .
Shaions =y " Marketing Group
Websites ] R
R Media Reps ! Ad
Beents |/ | B Marketing Services Agencies

- Media Reps |

ABC Radio Sales Infinity Radio Sales SBS/Interep

Cumulus Radio Sales Interep Interactive Susquehanna Radio Sales
Cybereps Perfect Circle Media The Event Shop

Freedom Radio Group Public Radio Sales Winstar Interactive Media

The information contained in this annual report, other than historical information, consists of forward-looking statements
that involve risks and uncertainties that could cause actual results to differ materially from those described in such
statements. For a discussion of certain factors that could cause actual results to differ materially from those described in
the forward-looking statements, please refer to Interep’s recent filings with the Securities and Exchange Commission.
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-Letter

' Ralph C. Guild

+ Chairman of the Board
' and Chief Executive Officer :

VSN |

- Total Commission Revenve

Year ending December 31

Dear Fellow Shareholders,

2003 was a year of highs and lows in the national radio business. The first
quarter started out very strong, followed by weakness surrounding the war
in Irag. A rebound began in May and continued throughout the summer
months, followed by a very soft fourth quarter. The end result was modest
growth for the national radio industry, and subsequently, for our company.
Total commission revenue increased .4% to $87.8 million for the full year
ending December 31st, up slightly from $87.4 million for the same period
in 2002.

In 2003, a variety of one-time factors impacted our 2003 operating
income before depreciation and amortization. The major factors contributing
to a year-to-year difference include a decrease in contract termination revenue
in 2003, an increase in selling expenses related to an early retirement benefit
program, costs relating to the formation of a new rep company, non-recurring
legal expenses relating to our litigation with Citadel Broadcasting, and other
one-time charges.

Our long-term representation renewals with Spanish Broadcasting
System and Infinity Broadcasting have pushed the contract value of our
company from $260* million to $440 million — almost a $200 million
increase. Internal sales initiatives continue to gain momentum and produce
significant new revenue for our clients and our company. We have strength-
ened our management team with several important hires and appointments.

I would like to thank cur entire sales team for their extraordinary
efforts in 2003 and beyond. We are increasingly calling upon our sellers to
participate in business development activities that will create new streams
of revenue for our client radio stations, our Internet clients, and our industry.
Our sales force has enthusiastically embraced this new challenge, and contin-
ues to impress us with their resourcefulness and marketing creativity. A sales
organization is only as good as the strength of its people. Based on this
assessment, Interep is extremely well-positioned for the challenges and
opportunities ahead.

Strengthened Management Team

George Pine, a 30-year company veteran, was appointed President and
Chief Operating Officer of Interep in March 2003. Now that George has
been in this position for over a year, the impact of his excellent day-to-day
management skills and demand for accountability, along with his knowledge
of the changing demands of today’s media environment, has clearly benefited
our client radio stations and our company. Many of the initiatives that T will
discuss in this letter would not have been successfully implemented this year
without George’s guidance and leadership.

In addition, Mike Agovino, former President of Clear Channel Radio
Sales, joined our team in November 2003. In January 2004, Mike was named

*As of quarter ending 09/30/03



President of our newly formed Freedom Radio Group. Freedom Radic offers
an independent rep alternative to broadcasters who see a conflict-of-interest
in being repped by our principal competitor, which is owned by the largest
radio broadcast group. Freedom Radio combines Interep’s three independent
sales divisions — McGavren Guild, D&R and Freedom Regional — into a uni-
fied selling team. This structure facilitates a seamless sales decision-making
process, particularly important for group sales opportunities. Freedom brings
a national footprint to independent broadcasters — regardless of size — and
allows them to compete for business on a par with even the largest broad-
casters. We believe that high-ievel group sales will become an increasingly
important source of incremental revenue for our clients at Freedom, Infinity
and ABC Radio Sales. Since accepting this position, Mike has used his
extensive relationships with many of the country’s top advertisers to create
new business opportunities for our clients.

Last November we also welcomed Sheila Kirby to our management
team. As Senior Vice President of Interep Innovations, Sheila oversees Joel Hollander
business development for our company. She was formerly CEQ of Motrison ”:ggif;r“yt]‘h&?(cgo[)é;“ﬂmty
& Abraham, which is the industry leader in training companies to develop
revenue from sources outside of traditional media budgets. During her time
at Morrison & Abraham, the company devefoped over $500 miliion for its
clients on the local level. Despite her short time with Interep, Sheila’s leader-
ship is already evident. Currently this year, new business haokings for our
client radio stations from advertisers who have not previously used radio
are up significantly compared to the same period last year.

Interep, over the years, has
consistently outperformed for

our radio stations with innovative
and creative sales and marketing
programs. We are very confident
that this long-term relationship
will help us continue to grow

our market share and serve

our customers.

Our long-term partnership

with Interep has been mutually
profitable. Interep understands
and implements both the day-to-
day agency selling we require,
10x10 Growth Initiatives as well as the important job of
dealing directly with advertisers
to make sure Hispanic Radio
gets its fair share of radio
advertising dollars.

We create value for our client radio stations in two ways. We fight aggressive-
ly to secure the largest share of available radio dollars; and, we constantly
strive to create new business by bringing new advertisers into our medium.
Our new industry goal is V10 x 10" — that is, achieving a 10% share of total

advertising doliars for radio by 2010. Increasing radio’s ad share is the most Raut Alarcon

efficient way to increase revenue for our client radio stations. This “10x10" President & CEO,

initiative is being led b . h ) Spanish Broadcasting Systems T
initiative is being led by our senior management team, who are holding our . November 24, 2003

sellers to clear standards of accountability in meeting these revenue goals. b [
Our battle for a 10% share of ad dollars is being fought on many T

fronts. Our Interep Marketing Group (IMG) consists of approximately 20

full-time sellers focused exclusively on business development. Since its

inception in 1992, the Interep Marketing Group has brought over 1 billion

new dollars into radio. In the first half of 2004, IMG sellers have generated

approximately $60 million in bockings. This means we are right on track to

meet our company’s overall 2004 goal of $100 million of new business.

PERSONALIZED
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In addition to our IMG staff, our 200 transactional sellers develop
new dollars for radio every day. Marrison & Abraham is training every one
of them in the skills necessary to develop new business from Fortune 1000
companies. In this way, we will help our clients secure a growing portion of
the $400 billion spent each year by these companies on sales promotions
and marketing — dollars not generally earmarked for media.

This training goes hand-in-hand with the efforts of our transactional
sellers to call on advertising agency planning divisions and upper-level agency
decision-makers. Interep has begun a major effort to target the media plan-
ning divisions of ad agencies. By penetrating the planning divisions for
national accounts that use limited or no radio, our sellers work to re-allocate
dollars tagged for other media, and direct those dollars to our client radio
stations. Since this initiative began in mid-2003, our sellers have re-directed

2003 Top National
Radio Ad Categories

% of Total National Radio over $13 million into radio from agencies across the country.
Interep has also established National Agency Teams at many of the top
Retail 17.1 media buying agencies. One of the goals of these teams is to increase the
visibility of radio at these shops. To this end, in January we launched a radio
Auto 11.0 promotional tour called Radio Daze. To date, we have taken Radio Daze to
multiple offices of Carat USA and LCI. We will bring the event to other
Telecom 103 ' major agencies throughout the remainder of the year. Radio Daze provides
a week-long forum for planners and other agency decision-makers who have
Media 9.7 limited contact with national reps to learn more about the opportunities that
. . radio and Interep have to offer. Feedback from these tours is tremendous —
Financial 5.5

Radio Daze has sparked many opportunities that will lead to new revenue
Consumer for our client radio stations.
Products 5.3
Emerging Technologies

Another important achievement in 2003 was the development and roll out of
gﬁnuﬁciﬁgfiraeﬁ.gglgﬁf RadioExchange]" the industry’s first electronic invoicing system for spot radio.
We developed RadioExchange in response to advertising agencies’ repeated
request for an electronic data interchange (EDI) system that would stream-
line the back-room processing associated with radio invoicing. We listened,
and we responded.

The ability to offer electronic invoicing services to our customers places
radio on par with other media in ease of processing, and allows more time
for personal interaction and strategic selling. In our efforts to increase radio’s
share, it is important to remove the long-time objections to our medium that
often preclude meaningful dialogue on radio’s many strengths.

A growing list of agencies and broadcasters are now using
RadioExchange. ABC, Buckley Broadcasting, Carter Broadcasting, Cumulus,
Entercom, Emmis, Inner City, Renda Broadcasting, Susquehanna, & WBEB
have all signed on as clients in recent months. On the agency side, Carat,
Harmelin Media, Horizon Media, LCI, Mediaedge:CIA, Mindshare USA and
Zenith Media are currently u§ing the system, and the list grows every week.



RadioExchange answers two of the greatest challenges facing the radio
industry — processing difficulties and accountability. While the investment in
developing such a system was substantial, we believe this technology will pay
back ten-fold in benefits to our client radio stations and to our industry. The
development of an electronic invoicing system for radio is essential to the
future growth of our medium, and we are proud to have led the industry in
its creation.

Internet Growth

In addition to radio, our primary business, Interep entered the Internet
space in 1999 with the formation of Interep Interactive. The Internet has
taken its place among the other major media as a viable and necessary
marketing component. Nielsen/NetRatings estimates that 75% of the U.S.
population now has access to the Internet from home — a percentage that

rivals cable penetration.
Interep Interactive has emerged as a respected player in this ad space. Advertising Forecast 2004

The company has built an impressive roster of clients, including well-known
sites such as Expedia, Fodors, Zagat and Kiplingers, among others. Our losses
for Interep Interactive in 2003 were significantly lower than in 2002, and
we are working hard to assure a break-even year or better in 2004. Bob
Cecen of Universal McCann is projecting a healthy 10% growth for Internet
advertising in 2004. Under the leadership of Adam Guild, Interep Interactive

showed a profit in first quarter 2004. If the Internet advertising climate " Source: Robert Coen, Universal MeCam
remains healthy, it should be a source of additional revenue for our Percentage increase over 2003

company this year.

In Summary

The depth and experience of our management team is second to none.
Contract value is at an all time high. And our growth initiatives are producing
measurable results.

Qur position as the only independent radio representation firm in the
industry affords us great opportunity for long-term growth. Qur commitment
to our stakeholders is to leverage our market position to grow our core radio
business, while looking for opportunities to responsibly grow our business
in complementary areas.

On behalf of the Board of Directors, our officers and employee owners,
I thank you for your continued support of Interep.

o ok

. Ralph C. Guild
" Chairman of the Board
+ and Chief Executive Officer
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CUMULUS

San Francisco

17 offices strategically located in the nation’s

major cities and advertising hubs.

Interep represents many of the nation's most prestigious
broadcast groups including ABC/Disney, Beasley, Buckley

Spanish Broadeasting System

Radio, Cumulus, Curtis Media, Emmis, Entercom, The Hearst
Corporation, Infinity Radio, Inner City Broadcasting, Jefferson
Pilot, Radio One, Renda Broadcasting, Spanish Broadcasting

Systems and Susquehanna Radio.

Through our network of offices, we maintain relationships
with key regional marketing decision-makers including our
key agency customers at Interpublic Group, Omnicom, WPP,
Publicis3/BCom3, Havas, Carat and Grey to maximize

revenue base for our clients.
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Interep Interactive is the company’s interactive

‘l representation and web publishing division specializing in |
|

A\

cybereps

AN INTERLP COUPARY

the sales and marketing of on-line advertising, including \
streaming media. Interep Interactive includes Cybereps, !

specializing in ad sales, marketing, and streaming media

]
\ sales; Perfect Circle Media, which develops innovative

| media solutions for companies targeting the financial

WINGTARINTERACTIVE MEDIA @ |
= .

} the leading web property representation

and business categories; and Winstar Interactive Media,

AETV.com
Biography.com
creates sponsorship and content syndication Comcast.com
CourtTV.com
DevShed.com
ship programs for a select list of branded Expedia.com
Fodors.com
web publishers. HealthandAge.com
Historychannel.com
Kiplinger.com
Lamusica.com

company that generates advertising sales,

packages, and facilitates business partner-

Nasdag.com
Popularmechanics.com
Primagames.com

Rednova.com
SoapCity.com
Sony.com
Spin.com
Station.com
Vibe.com
WoridNow.com
Zagat.com
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Interep Innovations

Interep Innovations encompasses Interep’s company-wide initiatives
and programs to grow its clients’ share of transactional dollars,
while simultaneously creating new revenue through group deals,
regional packages and non-traditional revenue development.
Innovations includes the Interep Marketing Group and Promotion
Marketing, as welt as a diverse range of initiatives at the transac-
tional sales level, including business development training, National
Agency Teams and strategies to call on upper-level marketing
decision-makers.

Interep Marketing Group S —

In conjunction with Promotion Marketing, IMG is committed to We've done our hest to establish
raising radio’s share of ad dollars by facilitating the creative use of - a partnership with our rep firm,
radio-based marketing programs. IMG’s business development team - not just a contractual relation-
helps advertisers and their agencies fulfill marketing objectives . ship. Clients’ needs have hecome
through the strategic use of radio and complementary media. The " much more complex and our
team’s specially-trained Directors of Marketing work closely with 1 abilities to respond have become
advertisers to determine their objectives, then design and implement greater and more sophisticated.
custom marketing packages to help meet — and exceed — those Fortunately for us, Interep has
goals. Since 1992, this division has generated over $1 billion new long been an innovator in

radio dollars for the industry, benefiting both Interep and our © that area.

client stations. David Kennedy

. ) ' President/C0O0
Promotion Marketing | Susquehanna Radio

Interep’s Promotion Marketing group creates and executes
promotions that generate larger shares and increased revenue for
our clients. The group has orchestrated successful radio and Internet
based promotions for hundreds of advertisers in a variety of indus-
tries, including health care, entertainment, food and automotive.
This department assists in all aspects of a promotional campaign,
from design and coordination; through implementation and
follow-up evaluations.

Network Bivision

Interep’s network division offers the convenience of a wired network,
with the flexibility, customized geography, targeted coverage, and
prime station line-ups of spot radio. With one phone call, agencies
can executive a custom, muiti-market radio buy.

PERSONALIZED
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Our Consumer Lifestyle Networks are unwired radio netwaorks

12

We deal with all of the national
rep firms on a day-to-day basis
and, very often, on an hout-to-
hour basis. They serve us by
creating new programs that help
facilitate the buying and selling
process. Overall, Interep really
has been an ever-evolving radio
rep firm that continues to grow
through new ideas and new
ventures, which, in turn, helps
the agencies and the buying
community work much more
efficiently and much more
effectively.

KKim Vasey

Senior Partner, Director of Radio
Mediaedge:CIA

customized to reach exactly those consumers most likely to buy an
advertiser's products or services by targeting appropriate
qualitative characteristics.

Research

Interep’s innovative, sales-oriented research is the most cited in

the industry. Our research team works closely with both clients and
internal sellers to determine the best strategy to meet any given sales
challenge. Interep Research also supports the Interep Marketing
Group’s efforts to generate new radio dollars. Interep’s report series,
focusing on a variety of media, consumer and marketing topics, is
available for purchase on www.researchstore.com.

™

RadioExchange
Interep shares the belief with cur advertising agency customers

that the use of technology to streamline the back-room processing
of radio is a natural and beneficial progression for our industry.
RadioExchange, designed by Interep in collaboration with the adver-
tising community, is the first electronic invoicing system for national
spot radio. It is designed to reduce the administrative work associated
with processing radio, allowing more time for strategic selling
between radio representatives and agency buyers.

Interep University

Interep is proud of its leadership position in developing industry
training programs. One of our most successful training initiatives is
the Radio Apprentice (RAPPER) Program. This intensive 9-week
program trains recent college graduates in the fundamentals of
national radio sales. Now in its eleventh year, the RAPPER program
Is the gold-standard for radic sales training. Many of Interep’s

most successful account executives and managers are graduates

of the program.

For a complete listing of additional services, please visit our website
at www.interep.com.
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Radio =change

o The Time Is Here to Enhance

Radio’s Standards of Accountability

RadioExchange answers two of the
greatest impediments facing the radio
industry today — processing difficuities
and accountability.

« Interep’s RadioExchange - the industry’s
first electronic invoicing system for national
spot radio — places radio on par with other
media in terms of ease of processing.

With less time spent on back-room
administrative tasks, buyers and sellers have
mare time for face-to-face strategizing,
which is essential to a successful media buy.

Electronic invoicing pulls the radio industry
out of the paper intensive world of the past,
where discrepancies and missing data cost
millions of dollars each year in lost revenue
and wasted manpowet.

RadioExchange saves hours of time manually

spent re-keying data directly . .. It elevates
radio spot buying to a higher technologically
supported plane.

Dennis P McGuire
VP/Regional Broadcast Director, Carat USA

[ have implored the radio industry for years to
adopt an electronic invoicing system for their
medium. It will truly place them on a more com-
petitive playing field with other media. Qur agency
is delighted to be among the first agencies to test
and use RadioExchange’s electronic invoicing
capabilities. I applaud Interep for taking the

lead in this endeavor.

Joanne Harmelin
CEOQ, Harmelin Media

The electronic reconciling of invoices and affidavits
allows more timely identification of discrepancies,
and in turn a more efficient delivery system to

the agencies. This will shorten the payment cycle
considerably for most stations — an important con-
sideration in today’s financial environment.

Gene Levin
Treasurer/Controller, Entercom

RadioExchange will help the radio industry achieve
even higher standards of accountability with adver-
tisers and agencies. The availability of an electronic
invoicing technology places our medium on equal
footing with other media in terms of the execution
and administration of buys, and is a positive step
forward for the industry.

Dave Kennedy
President/CO0, Susquehanna Radio

www.RadioExchange.com
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ur Mission

With a focus on Quality and
Customer Service, Interep
Research consistently strives
to achieve the highest stan-
dards of Excellence ~ and
generate visibility and revenue
- by providing innavative and
Sales-oriented Marketing
materials to our Client
Stations, the Interep Sales
Forces, and to the Advertising
Industry through our
Research Reports.

“Consumer Basics’ Series
As the name implies, this nuts & holts series profiles the demographic
consumer groups at the core of most advertisers’ business.
¢ Adults 18-34 * Baby Boomers
* Adults 55+ ¢ Hispanics
» Affluent Consumers « Men
* African Americans * Teens
* Asians * Women

Consumer Lifestyle Networks
Interep’s Consumer Lifestyle Networks offer demographic, lifestyle
and media research an the seven most frequently requested target
demos for radio. This research can be used to create customized
radio “networks” that effectively and efficiently reach exactly those
consumers who are most likely to buy an advertiser’s products
or services.

» Affluent Consumers  « U.S. Hispanics

¢ African-Americans * Young Adults

¢ Families * Women

¢ Men

Format Reports

Complete qualitative studies are available for every major radio
format. These sales-oriented pieces are ready to go along on your
next sales call.

« Adult Contemporary < Gospel * Smooth Jazz
* All News * Hip-Hop * Sports

* AOR * Hispanic Radio = Talk

*« CHR » Hot AC * Urban AC

« Classical « Modern Rock * Urban Radio
* Classic Rock * News/Talk

» Country « Oldies

In addition to the individual profiles, we offer the annual Study of
Radio Formats, including 23 primary format classifications, as well
as 8 year format trends and comparisons in delivery and composition
for key target demos.




Industry Profiles

This series focuses on industries that represent a major portion
of advertising dollars. This included the “Radio Works...”” reports
highlighting radio’s ability deliver result for marketers within a
given industry.

* Frequent Moviegoers

« Radio Works for Automotive Marketers

» Radio Works for B2B Marketers

» Radio Works for Financial Marketers

* Radio Works for Prescription Drug Marketers

¢ Radio Works for Wireless Advertisers (Release mid-2004)

Marketing Management Series
These reports focus on a variety of issues and media trends that
affect today’s marketers.The goal of this series is to offer a compre-
hensive profile of the current landscape, and to identify trends that
signal new opportunities for marketers.

* American [ncomes

* Cross Media Synergies Between Online and Traditional Media

* Marketing Differences in the Top 10 Radic Metros

» Marketing Within the Nation’s Largest Metros

* Radio 20:20

« Radio’s Role in Out of Home Surge

* Regional Differences in Media Usage

* Who Are the Core Users of Major Media

Sports Reports

This report investigates Americans’ obsession with sports. The number
of Americans participating in sports is at an all time high, and spec-
tator sports attract millions each year — 3 out of every 4 Americans
report following broadcast sports to some degree. Advertisers con-
tinue to spend millions on sports marketing each year, and the big
winner continues to be television vision. This report lists a variety

of lifestyle and media changes that might influence how advertisers’
sports dollars could be spent most effectively.

* Play-By-Play Pro Sports on the Radio

PERSONALIZED
Service
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George Pine

President and
Chief Operating Officer

1

Mike Agovino
President
Freedom Radio Group

Sheila Kirby

Senior Vice President
Interep Innovations
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February 2003

March 2003

April 2003

August 2003

September 2003

October 2003

October 2003

November 2003

November 2003

November 2003

January 2004

January 2004

February 2004

Interep’s 5th Power of Urban Radio Makes Powerful Impact
On Over 300 Advertisers and Ad Agency Executives

Interep Names Gearge Pine President and Chief Qperating Officer
George Pine and Arnold Sheiffer Join Interep’s Board of Directors

Interep Targets Planning Groups and Account Teams for Qver
300 Key Accounts at Agencies Across the U.S.

Interep Appoints Jeff Dashev to President of Sales Division

Interep Unveils Radio Industry’s First National Spot Radio
Electronic Invoicing & Verification System at NAB

Interep Initiates Legal Action Against Citadel Broadcasting Corp.

Spanish Broadcasting System and Interep Jointly Announce
a Renewed Strategic Alliance

Interep Appoints Sheila Kirby to Lead Interep Innovations

Interep Holds First Teach-In Event on the Dynamics of
National Radic “'Repping”

Mike Agoving named President of Freedom Radic Group—a Newly
Formed Rep Firm to Leverage Clout of Independent Clients

Interep Creates “The Event Shop” Event Marketing Division

Interep and Infinity Broadcasting Renew Long-Term Partnership
with a Multi-Year Rep Contract
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Rule 12b-2). Yes [ | No [X]

As of June 30, 2003, the aggregate market value of the Class A Common Stock, par value $.01
per share, and Class B Common Stock, par value $.01 per share, held by non-affiliates of the registrant,
based upon the last reported sale price for the registrant’s Class A Common Stock on The Nasdaq
SmaliCap Market, as reported in the Wall Street Journal, was $15,851,006 (this excludes shares owned
beneficially by directors, executive officers and the registrant’s Stock Growth Plan).

The number of shares of the registrant’s Common Stock outstanding as of the close of business on
March 15, 2004, was 6,279,317 shares of Class A Common Stock, and 3,968,842 shares of Class B
Common Stock.

DOCUMENTS INCORPORATED BY REFERENCE

Certain portions of the registrant’s proxy statement to be used in connection Wlth the 2004 Annual
Meeting of Shareholders are incorporated by reference into Part HI of this Annual Report on Form 10-K.




Throughout this Annual Report, when we refer to “Iriterep” or “the Company,” we refer

- collectively to Interep National Radio Sales, Inc. and all of our subsidiaries unless the context indicates

otherwise or as otherwise noted,

IMPORTANT NOTE REGARDING FORWARD LOOKING STATEMENTS

Some of the statements made in this Annual Report are “forward-looking statements” within the
meaning of the Private Securities Litigation Reform Act of 1995. These statements are not statements
of historical fact, but instead represent our belief about future events. In some cases, you can identify
forward-looking statements by terminology such as “may,” “will,” “should,” “expects,” “plans,”
“anticipates,” “believes,” “estimates,” “predicts,” “potential,” “‘continue,” or the negative of these
terms or other comparable terminology. These statements are based on many assumptions and involve
known and unknown risks and uncertainties that are inherently uncertain and beyond our control.
These risks and uncertainties may cause our or our industry’s actual results, levels of activity,

LA IS 2% &%

" performance or achievements to be materially different than any expressed or implied by these

forward-looking statements. Although we believe that the expectations 'in the forward-looking
statements are reasonable, we cannot guarantee future results, levels of activity, performance or
achievements. You should review the factors noted in “Management’s Discussion and Analysis of
Financial Condition and Results of Operation — Certain Factors That May Affect Our Results of
Operations” for a discussion of some of the things that could cause actual results to. differ from those
expressed in our forward-looking statements.

PARTI

Item 1. BUSINESS
General

Interep is the largest independent national spot radio representation or “rep” firm in the United
States. We are the exclusive rep firm for nearly 1,800 radio stations nationwide, including radio
stations owned by seven of the ten largest radio groups by revenue. Our market share in the ten largest
U.S. radio markets (as defined by Arbitron) was an estimated 52% for 2003. We serve innovative radio
station groups, while still meeting the needs of independent stations nationwide. We have grown to be
a leader in radio advertising by improving our clients’ advertising revenues, acquiring station
representation contracts, creating and acquiring other rep firms and offering advertisers creative
marketing solutions to achieve their goals. Today, our solutions include not only radio, but also the
Internet.

Our 17 offices across the country enable us to serve our radio station clients and advertisers in all
50 states and portions of Mexico and Canada. We provide national sales representation for clients
whose diverse formats include country, rock, sports, Hispanic, classical, urban, news, talk, oldies, adult
contemporary, jazz, contemporary hits, etc. We have developed strong relationships with our clients
and the agencies and buying services that purchase advertising.

Interep is an advertising sales and marketing company that is a preeminent leader in the radio
industry. We believe we can extend our success in radio to other types of media that we integrate into
our roster of marketing and sales services. We have already incorporated the Internet into our service
offerings, and believe that Internet advertising presents growth opportunities similar to those present in
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“the early days of radio advertising. Our’intention is to enable our clients to exploit the strongoverlap in
demographic composition and usage patterns between radio listeners and Internet users.

Radio. stations generally retain national rep firms on an exclusive basis to sell national spot
commercial air time on their stations to advertisers outside of their local markets. The station’s own
sales force handles sales of air time to local advertisers. National spot radio advertising is placed or
“spotted” in one or more broadcast markets, in contrast to network advertising, which is broadcast
simultaneously on network affiliated stations. National spot radio advertising typically accounts for
v approx1mately 20% of a radio station’s revenues.

A rep firm promotes the benefits of buying advertising time on its client radio stations to
adveﬂi'sing agencies and media buying services and arranges for the placement of specific
advertisements. Rep firms generate revenues by earning commissions on the sale of advertising time
on client stations. Radio stations outsource their national spot advertising sales to rep firms to benefit
from the rep firm’s professional sales staff, multiple sales offices, national coverage presence,
proprietary research and established relationships with advertisers and agencies. :

We believe the following factors have contributed to our position as an industry leader in radio
advertising and provide a strong foundation for further growth as an advertising sales and marketing
services company: '

Strong Relationships with Advertisers; National Presence. Our strong relatinnships with
advertisers, advertising agencies and media buying services nationwide enable us to promote our client
stations effectively. We understand the markets and the advertisers’ needs. We work closely with
advertisers to help them develop and refine radio advertising strategies and to support their purchases
of advertising time on our client stations. Our sales force is strategically located across the country to
provide .effective coverage of all major media buying centers. Our market leadership enhances our -
value to advertisers, increases our ability to sell air time for clients and allows us to package national
spot time on multiple radio stations creatively to meet advertisers’ special needs. We believe that our
market leadership will enable us to integrate Internet advertising and other forms of advertising media
into our. business.

Innovative Solutions. We have pioneered a variety of innovative solutions for the radio industry.
For example, we were-the first to package and market unaffiliated portfolios of client stations by
grouping them together as “unwired networks” to meet advertisers’ particular needs. Unwired
networks enable radio advertisers and advertising agencies to target specific groups or markets by
placing advertisements on as few as two stations or as many as all of the almost 1,800 stations
represented by us. Advertising agencies and media buyers derive additional benefits from our unwired
networks as we often perform research, scheduling, billing, payment, pre-analysis and post-analysis
functions relating.to the advertising time purchase. We also use promotions and specialized agency
sales targeted at boutique agencies We developed the use of dedicated radio sales representation firms,
such as ABC Radio Sales and Infinity Radio Sales, which enable a client to benefit from our
comprehenswe services while still projecting its corporate identity to advertisers.

We Continue to Innovate. We formed Interep Interactive, our interactive representation and web
publishing division specializing in the sales and marketing of on-line advertising, including streaming
~ media. Interep Interactive includes Winstar Interactive, Perfect Circle Media and .Cybereps, Inc. We
also provide online marketing research on a secure basis to clients and advertisers.
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Our Interep Marketing Group is another example of our proactive, innovative. approach to sales.

This Group advances the ongoing growth of radio advertising by focusing on advertisers who do not

“use or who underutilize radio advertising. The Group’s sales force works with these advertisers to

demonstrate how radio can help them achieve their goals and create marketing opportunities. We

believe that the Group has contributed to the growth of radio advertising revenues in the aggregate and,
by extension, our own growth.

RadioExchange is our proprietary electronic invoicing system, developed in conjunction with two
software and technology companies. It is the radio industry’s first national spot radio web-based
electronic invoicing and verification system. This system significantly reduces the time spent on
“backroom” processing, provides greater accountability to advertisers, and expedites payments to radio
stations. The system is currently in use by several major advertising agencies and national broadcasting
groups. The RadioExchange roll out will continue with additional agencies and radio stations
throughout 2004.

Highly Skilled Sales Force and Sophisticated Sales Sitppo’rt. We have a highly skilled,
professional sales force. Our sales force has a team-oriented approach to sales, marketing and client
relationships instilled through incentive programs and the continuous, in-house training programs of
the Interep Radio University. Most of our professional employees spend approximately two weeks
each year in the Interep Radio University and receive training from both staff members and instructors
from leading marketing and management education programs. We support our sales efforts with
sophisticated media research, including a proprietary nationwide database. This research enables us to
profile for advertisers the relevant characteristics of the audiences of our clients, to assist them in
reaching their target audiences. We also provide concept development and sales promotion services,
such as advertising support, merchandising and sales incentive programs, which enable us to _suggest
promotional campalgns including partnerships with other advertising media.

Experienced Management Team. We have an experienced and entrepreneurial management
team, headed by our Chief Executive Officer, Ralph C. Guild, a recognized leader and innovator in the
radio industry and George E. Pine, our President and Chief Operating Officer. Our senior sales
‘management have an average of over 25 years of industry experience and significant equlty ownershlp
in Interep.

Cross Marketing. Our strong relationships with advertisers places us in a unique. position to
offer all of our marketing services to them. The Interep Marketing Group works closely with our radio
and Internet sales forces to cross-market Internet advertising with radio and to reach potential radio
advertisers who currently advertise over other media. We intend to leverage our ability to cross-market
as we incorporate other advertising media into the services we offer our advertisers.

Independence. We are a publicly-owned company. We-believe that our independence reduces
perceived conflicts of interest in our sales efforts on behalf of our clients.

Strategic Investments. We have made investments in Internet advertising. We will continue to
consider strategic investments or acquisitions in our industry and in new media to 1mprove our market
share and to better leverage our marketmg capabilities.

_Clients

Our client radio stations generally retain us on an exclusive basis through written agreements.
These rep contracts generally provide for an initial term followed by an “evergreen” period, meaning
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that the contract term continues until canceled following 12 months’ prior notice. If the client
terminates the contract without cause, the rep contracts generally provide for termination payments
equal to the estimated commissions that would have been payable to the rep firm during the remaining
‘portion of the term and the evergreen period, plus two months. For example, if a contract with an initial
term of five years and a one-year evergreen period is canceled after three years, we would be
compensated in an amount equal to 38 months of commissions: 24 months for the remammg term, 12
months for the evergreen notice period, plus two “spill over” months. “Spill over” commissions are.
those earned on advertising placed or committed to prior to the contract termination but broadcast later.
It is customary in the industry for the successor rep firm to make this payment. However, certain
contracts representing material revenues permit clients in certain circumstances to terminate their
agreements with less than 12 months’ notice and pay termination and evergreen payments over shorter
periods of time.

For the year ended December 31, 2003, no station or station group, other than Infinity
Broadcasting Corporation, accounted for more than 10 percent of our commission revenues.

~ Competition »

Our success in radio advertising sales depends on our ability to acquire and retain representation
~ contracts with radio stations. The media representation business is highly competitive, both in the
competition for clients and in the sale of air time to advertisers. Our only significant competitor in the
national spot radio-representation industry.is Katz Media Group, Inc., a subsidiary of Clear Channel
Communications, Inc., a major media company. We also compete with other independent and network
media representatives, direct national advertisers; national radio networks,. syndicators and other
‘brokers of radio advertising. Moreover, on behalf of our clients, we compete for advertising dollars
with other-media such as broadcast_and cable television, newspapers; magazines, outdoor and transit
advertlsmg, Internet advertising, point-of-sale advertising and yellow pages directories. Certain of our
competitors have greater financial and other resources than we do, and such resources may provide
them with a competitive advantage in competing for client stations or advertising expenditures.

A change in the ownership of a client station frequently results in a change of representation firm.
The- consohdanon of the radio industry that followed the enactment of the Telecommunications Act of
1996 resuited in larger station groups and an increase in the number of station ownershlp changes.
This, in turn, increased the frequency of the termination or buyout of representation contracts. While
the pace of this activity significantly declined in recent years, it may again increase in light of recent
Federal Communications Commission rule- makmg Further, as station groups have become larger,
they have gained bargaining power with representation firms over rates and terms. As a result, we
continually compete for both the acquisition of new client stations as well as the maintenance of
existing relationships. ' '

We believe that our ability to compete successfully is based on:
« the number of stations and the inventory of air we represent;
~ » our strong relationships with advertisers; ' | _
* the experlence of our management and the tralmng and motivation of our sales personnel;
« dur past petformance; ' '

» our ability to offer unwired networks;




» our use of technology; and
« our research and marketing services for clients and advertisers.

We believe that we compete effectively, in part,'thr()ugh our etﬁployees’ knowledge of, and
experience in, our business and industry and their long standing relationships with clients.

Employees

As of December 31, 2003, we employed approximétely 460 éxhployéés substantially all of who
were sales-related personnel. None of our employees are represented by a union. We believe that our
relations with our employees are excellent.

‘Executive Officers

The following table sets forth certain information regafding our executive officers:

Name ‘ . Age Positions .
RalphC.Guild ...................... e .75 Chairman of the Board and Chief Executive

’ . Officer; DlI’CCtOI‘
GeorgeE.Pine .......... e e e 55  President and Chief Operating Officer; Director
Marc G.Guild .............. TP ... 53 President, Marketing Division; Director

William J. McEntee, Jr. ............. ... ........ 60  Senior Vice President and Chief Financial Officer
All executive officers are appointed for terms of one year.

Ralph C. Guild has been Chairman of the Board and Chief Executive Officer of Interep since
1986, and has served as a director of Interep sincé 1967. He has been employed by Interep or its
predecessors since 1957 in various capacities. In November 1991, Mr. Guild became one of the first
inductees into the Broadcasting Hall of Fame. Mr. Guild serves on the Boards of Trustees of the
Museum of Television & Radio, the Center for Communications and the University of the Pacific. In
April 1998, Mr. Guild received the Golden Mike Award from the Broadcasters Foundation for
outstanding contributions to the radio industry. In March 2001, Mr. Gulld received the International
Radio & Television Society’ s Golden Medal Award '

George E. Pine was appointed President and Chief Operatlng Officer of Interep in March 2003.
He was President of our ABC Radio subsidiary from 1998 until becoming President of Interep. Before
that, he served the Company in various sales management capacities since 1973, including President of
Interep East. Mr. Pine is a Member of the Board of Trustees of both Ithaca College and the Webb
School in Tennessee and serves as Chairman of their respective Development Committees. He is a
member of the International Radio & Television Society.

Marc G. Guild has been President, Marketing Division, of Interep since November 1989, and has
served as a director of Interep since 1989. He was our Executive Vice President of Network Sales/
Operations from 1986 to 1989. Mr. Guild has been employed by Interep or its predecessors since 1972
in various capacities. As President of our Marketing Division, Mr. Guild plays a key role in our sales
and marketing programs, the Interep Radio University and our research and technology divisions and
also oversees our regional executives. Mr. Guild serves on the Board of Directors of the International
Radio and Television Foundation. Marc Guild is the son of Ralph Guild.
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William J. McEntee, Jr. has been our Senior Vice President and Chief Financial Officer since
March 1997. Mr. McEntee serves in such positions pursuant to a Services Agreement between Interep
and Media Financial Services, Inc. Mr. McEntee was Chief Financial Officer at Sudbrink Broadcasting
in West Palm Beach, Florida, from 1971 through 1994. Mr. McEntee owned and managed WCEE-TV
in Mt. Vernon, Illinois from 1994 until selling the station in 1996. Mr. McEntee currently owns WIOJ-
AM in Jacksonville, Florida. He is a certified public accountant.

About Us

Interep National Radio Sales, Inc. is a New York corporation founded in 1953. Our prmc1pa1
executive offices are located at 100 Park Avenue, New York; New York 10017. Our telephone number
is (212) 916-0700, and our Internet address is www.inferep.com.

Financial Information

~ Please refer to our financial statements in this Report commencing on page F-1 for information
regarding our results of operations. Substantially all of our revenues are generated in, and our long-
lived assets are located in, the United States.

Item 2. PROPERTIES

We lease approximately 170,000 square feet of office space in 17 cities throughout the United
States. Our principal executive offices are located at 100 Park Avenue, New York, New York, where
we occupy 66,000 square feet under a ledse, which expires in March 2005. We are currently in
negotiations to renew our current New York lease. We believe that our office premises are adequate for
our foreseeable needs.

Item 3. LITIGATION

We are involved in judicial and administrative proceedings from time to time concerning matters
arising if connection with the conduct of our business. We believe, based on currently available
information, that the results’ of such proceedmgs in-the aggregate, will not have a material adverse
effect on our financial condition. :

On October 23, 2003, one of our subsidiaries instituted an arbitration proceeding in Las Vegas,
Nevada against Citadel Broadcasting Corporation in connection with Citadel’s termination of its
representation contract with us. We are seeking monetary damages from Citadel for, among other
things, unpaid commissions to which we are contractually entitled and other damages arising from
Citadel’s breach of the representation contract and certain other contracts to which Citadel is a party.
We commenced the arbitration proceeding pursuant to the commercial arbitration rules of the
American Arbitration Association. On November 20, 2003, Citadel served its answer and several
. counterclaims. Arbitrators have been selected and the parties are proceeding with the arbitration. We
_ believe that we have factual and legal defenses to the counterclaims and we intend to pursue our claims

and defend the counterclaims vigorously. ~

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.




PART II

Item 5. MARKET FOR REGISTRAN TS COMMON EQUITY AND RELATED
’ STOCKHOLDER MATTERS

Our Class A Common Stock has been listed on the Nasdaq OTC Bulletin Board since August 18,
2003. From February 10, 2003 through August 15, 2003, our Class A Common Stock had been listed
on the Nasdaq SmallCap Market. Prior to February 10, 2003, our Class A Common Stock was listed on
the Nasdaq National Market. The Class A Common Stock trades under the symbol “IREP.OB.” On
March 15, 2004, the last sale price of the Class A Common Stock on the Nasdaq OTC Bulletin Board
was $2.25 per share. The following table sets forth the range of high and low closing prices for our

Class A Common Stock through for the periods indicated. Such over-the-counter market quotations.

reflect inter-dealer prices, without retail mark-up, mark-down or commission and may not necessarily
represent actual transactions.

Quarter High ~ Low
First Quarter 2002 . ... .. .ot $5.50 $3.31
Second Quarter 2002 ... ..ottt $4.60 $2.90
Third Quarter 2002 ........ e $4.00 $2.57
Fourth Quarter 2002 .......... ..., $2.76  $1.98
First Quarter 2003 ... 0 o it $2.25 $1.60
Second Quarter 2003 . ......... .. . . i $2.79 $1.66
Third Quarter 2003 ....... [N e $3.05 $2.30

- Fourth Quarter 2003 . ........... .. .. ... .. ....... $3.25 $1.31

As of March 15, 2004, there were. approximately 146 holders of record of our Class A Common
Stock. We believe that there are over 1,000 beneficial owners of our Class A Common Stock.

Dividend Policy

We have not paid any dividends on our common stock in the past two years, and we do not intend
to pay any cash dividends on our common stock in the foreseeable future. Moreover, the terms of the
documents governing our indebtedness prohibit the payment of cash- dividends on our common stock.
See “Recent Sales of Unregistered Securities” below for a description of the dividend terms applicable
to our Series A preferred stock. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations-Liquidity and Capital Resources” for additional information relating to our
ability to declare dividends. ‘ » :
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Equity Compeneation Plan Information

The following table sets forth the -securities of Interep authorized for issuance under equ1ty
compensation plans and arrangements as of December 31, 2003.

Number of securities
remaining for future

Number of securities ) issnance under
to be issued upon Weighted-average equity compensation
exercise exercise price of plans (exclnding
of outstanding outstanding securities reflected
’ - - - - options, warrants _  options, warrants in the previous
Plan Category ) . and rights and rights “column) ™

) _Eqmty compensation ) plans approved by . _,

security holders: T RN e o .
1999 Stock Incentive Plan ....................... 914,967 $2.55 1,054,760
Equity compensation plans not approved by

security holders:
Options granted pursuant to individual

compensanon arrangements (1) ................. 4,206,439 $3.78 0

(1) These shares are issuable pursuant to stock options that were awarded to employees of Interep at
various times from 1988 through 1998 prior to the adoption of our 1999 Stock Incentive Plan. The
terms of the awards are substantially similar to the awards granted under our 1999 Stock Incentive
Plan. All of the stock options granted prior the adoption of our 1999 Stock Incentive Plan are
currently vested and will expire between the years 2005 and 2010. ~

Recent Sales of Unreglstered ‘Securities

Interep sold the following amounts of Class B Common Stock .to its Stock Growth Plan on the
following dates and at the following purchase prices per share and aggregate purchase prices. Each
purchase price per share was determined based on the trailing 20 trading-day average of Interep’s Class
A Common Stock. One share of Class B Common Stock is convertible into one share of Class A
Common Stock:

Shares of Class B Aggregate Purchase
Date ‘ i - - Common Stock Sold  Price Per Share Price
March 31, 2002 . e 164,117 $3.40 $558,000
June 30,2002 .................... .. S 159,620 $3.69 $589,000
September 30,2002 ... ... .. 195,859 . $3.14 $615,000

December 30,2002 .. ...... ... .. ... . . ... 228,163 $2.45 $559,000

There were no sales of unregistered Class B Common Stoek in 2003.

In May and June 2002, we sold an aggregate of 110,000 units consisting of one share of Series A
Convertible Preferred Stock (“Series A Preferred Stock”) and 6.25 warrants to acquire the same
number of shares of our Class A Common stock (“Warrants™) for an aggregate purchase price of $11
million, less related costs. The proceeds were added to our working capital. We also issued warrants to
acquire 5,000 shares of our Class A Common stock to a placement agent in connection with the sale of
10,000 units.

The Series A Preferred Stock has a face amount of $100 per share and a liquidation preference in
such amount in priority over our Class A Common Stock and Class B Common Stock. Each share of
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the Series A Preferred Stock may be converted at the option of the holder at any time into 25 shares of
our Class. A Common Stock at an initial conversion price of $4.00 per share (subject to anti-dilution
adjustment). If the market price of our Class A Common Stock is $8.00 or more for 30 consecutive
trading days, the Series A Preferred Stock will automaucally be converted into shares of our Class A
Common Stock at the then applicable conversion price. The Series A Preferred Stock bears a 4%
annual cumulative dividend that we can pay in cash or in kind (in additional shares of the Series A
Preferred Stock) at our discretion. In June 2003, we paid the 4% dividend in kind, which amounted to
4,036.67 units. We expect to continue to pay such dividends in kind for the foreseeable future. Holders
of shares of the Series A Preferred Stock vote, on an “as converted basis”, together with the holders of
our Class A and Class B Common Stock, on all matters and would vote alone as a class if changes to
the rights or status of the Series A Preferred Stock were proposed by us. '

‘Bach warrant is immediately exercisable for one share of our Class A Common Stock at a strike
price of $4.00 per share (subject to anti-dilution adjustment). The Warrants expire on the fifth
anniversary of their date of issuance.

In connection with our term loan facility that we entered into on November 7, 2002, we issued a
warrant to an affiliate of the lender to purchase 225,000 shares of our Class A Common Stock for
nominal consideration. In addition, 50,000 shares of our Class A Common Stock were issued to an
advisor in connection.with the term loan.

The issuances of these securities were intended to be exempt from registration under the
Securities Act in reliance on Section 4(2) thereof or Regulation D thereunder, as transactions by an
issuer not involving any public offering. The recipients of securities in each of these transactions
represented their intentions to acquire the securities for investment only and not with a view to, or for
sale in connection with, any distribution thereof and appropriate legends were affixed to the share
certificates, warrants and options issued in such transactions. We believe that all recipients had
adequate access, through their relationships with the registrant, to information about the registrant.
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Item 6. SELECTED FINANCIAL DATA

The following table contains selected consolidated financial information derived from our audited
consolidated financial statements set forth elsewhere in this Form 10-K or in Forms 10-K previously
- filed with.the SEC, and you should review the data in the table below in conjunction with those audited
consolidated financial statements and the notes thereto. The following tables summarize certain
consolidated financial data derived from our audited consolidated financial statements for the fiscal
years ended December 31, 2003, 2002, 2001, 2000 and 1999, respectively.

Year Ended December 31,
- 2003 - 2002 .. 2001 C 2000 1999
" (in thousands, except share data)

Statement of Operations Data:

Commission revenues . . ........ '$ 87755 § 87372 $ 81,128 $ 100,599 $ 96,540
Contract termination revenue . . . . 666 7220 & 21431 7,171 6,838

Total revenues ............... 88,421 . 94,592 102,559 107,770 103,378

Operating expenses: ' '

Selling, general and S
administrative expenses ...... 79,148 70,163 77,707 77,731 78,774

Depreciation and amortization -

EXPENSe ... ...t . 33,989 23,651 36,673 26,448 32,717
Total operating expenses . . ... e 113,137 93,814 114,380 104,179 111,491
Operating (loés) income ........ 24,716y 778 (11,821) - 3,591 (8,113)
Interest expense; net . .......... 12,613 - 10,469 9,416 7,796 10,213
Loss on investments ........... — 525 . 3,340 378 —
Other loss (income) ........... 528 — - (236) — —
Loss before provision (benefit) for

income taxes .\ ............ .. “(37,857) © (10,216) (24,341) (4,583) (18,326)
Provision (benefit) for income 4

TAXES ot : 343 7,360 (4,486) (1,678) (6,148)
Netloss ..., (38,200) (17.576) (19,855) (2,905) (12,178)
Preferred stock dividend and : R :

redemption premium . ....... 468 240 . — — —

Net loss applicable to common ‘ :
shareholders ............... $ (38,668) $ (17,816) $§ (19,855) $§ (2,905) $ (12,178)

Basic and diluted loss per . I
common share . ............. $ B3I $ (1.88) % 228) % 0.31) $ (1.97)

Basic and diluted weighted
average common shares
outstanding e e - 10,248,159 9,490,519 8,715,129 9,306,826 6,182,191
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December 31,
2003 2002 2001 2000 1999
(in thousands)

Balance Sheet Data:

-Cash and cash equivalents ... ...... oo $ 70661 % 18,1140 % 11,502 $ 23,681 $°66,725

Marketable securities ... ........ ... ..., — — — 9,965 —

Working capital ........ ... ... .. L. 15,651 38,883 41,499 54,634 87,134
CTotal @SSELS .ttt . 108,241 149,966 179,720 221,544 226,320

Long-term debt (including current portion)

(net of unamortized discount of $523in - ‘

2002) ....... S 103,000 108,477 99,000 99,000 100,000
Shareholders’ (deficit) equity ............ (39,782)  (1,555) 4 290 20,570 33,486

Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion is based upon and should be read in conjunction with the previous
section, Selected Financial Data, and our Consolidated Financial Statements, including the notes
thereto, which begin on page F-1.

Overview

We derive a substantial majority of our revenues from commissions on sales by us of national
spot radio advertising airtime for the radio stations we represent. Generally, advertising agencies or
media buying services retained by advertisers purchase national spot advertising time. We receive
commissions from our client radio stations based on the national spot radio advertising billings of the
station, net of standard agency commissions. We enter into written representation contracts with our
clients, which include negotiated commission rates. Because commissions are based on the prices paid
to radio stations for spots, our revenue base is essentially adjusted for inflation.

Our operating results generally depend on:

* changes in advertising expenditures;

* increases and decreases in the size of the total national spot radio advertising market;
e ‘changes in our share of this market;

. acquisitions and terminations of repfesentation contracts; and

* operating expénse levels. - |

The effect of these factors on our financial condition and results of operations varies from period
to period.

A number of factors influence the performance of the national spot radio advertising market,
including, but not limited to, general economic conditions, consumer attitudes and spending patterns,
the amount spent on advertising generally, the share of total advertising spent on radio and the share of
total radio advertising represented by national spot radio. In this regard, we, like other media
businesses, were adversely affected by a slowing economy generally, and the events of September 11,
2001, in particular, which we believe contributed to a decrease in the amount spent on advertising in
2002.
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Our share of the national spot advertising market changes as a result of increases and decreases in
the amount of national spot advertising broadcast by our clients. Moreover, our market share increases
as we acquire representation contracts with new client stations and decreases if current client
representation contracts are terminated. Thus, our ability to attract new clients and to retain existing
chents affects our market share

The value of representatlon contracts that have been acqu1red or terrmnated dunng the last few
years has tended to increase due to a number of factors, including the consolidation of ownership in the
radio broadcast industry following the passage of the Telecommunications Act of 1996. In the period
following that legislation, we increased our representation contract acquisition activity and devoted a
significant amount of our resources to these acquisitions. While the pace of that activity significantly

- declined in recent years, it may again increase in light of recent Federal Communications Commission
rule-making. We base our decisions to acquire a representation contract on the market share
opportunity presented and an analysis of the costs and net benefits to be derived. We continuously seek
opportunities to acquire additional representation contracts on attractive terms, while maintaining our

" current clients. Our ability to acquire and maintain representation contracts has had, and will continue

. tohave, a significant impact on our reVenues and cash ﬂows"

We recogmze revenues on a contract termination as of the effective date of the termination, except
in the case of a material dispute. In that event, revenue is recognized when the dispute is resolved.
When a contract is terminated, we write off in full the unamortized portion, if any, of the cost we .
originally incurred on our acquisition of the contract. When we enter into a representation contract with

- anew client, we amortize the contract acquisition cost in equal monthly installments over the life of the
new contract.' As a result, our operating income is affected, negatively or positively, by the acquisition
or loss of client stations. We are unable to forecast any trends in contract buyout activity, or in the
amount of revenues or expenses that will likely be associated with buyouts during a particular period.
Generally, the amount of revenue resulting from the buyout of a representation contract depends on the
--length of the remaining term of the contract and the revenue generated under the contract during the
12-month “trailing period” preceding the date of termination. The amount recognized by us as contract
termination revenue in any period is not, however, indicative of contract termination revenue that may
be realized in any future period. Historically, the level of buyout activity has varied from period to
period. Additionally, the length of the remaining terms, and the commission revenue generation, of the
contracts which are terminated in any period vary to a considerable extent. Accordingly, while buyout
activity and the size of buyout payments generally increased after 1996, their impact on our revenues
and income is expected to be uncertain,- due to the variables of contract length and comrmssxon
generation. :

Similar to radio representation, we place advertising” with Internet companies. Revenues and
expenses from this portion of our business are affected generally by the level of advertising on the
Internet, and the portion of that advertising that we can direct to our clients’ websites, the prices
obtained for advertising on the Internet and our ability to obtain contracts from high-traffic Internet
websites and from Internet advertisers. See a further discussion -of our Internet investments in
“L1qu1d1ty and Capltal Resources below.

Our selhng and corporate expense levels are dependent on management decisions regardlng
operating and staffing levels and inflation. Selling expenses represent all costs associated with our
marketing, sales and sales support functions. Corporate expenses include items such as corporate
management, corporate communications, financial services, advertising and promotion expenses and
employee benefit plan contributions.




Our business generally follows the pattern of advertising expenditures. It is seasonal to the extent
that radio advertising spending increases during the fourth calendar quarter .in connection with the
Christmas season and tends to be weaker during the first calendar quarter. Radio advertising also
generally increases during the second and third quarters due to holiday-related advertising, school
vacations and back-to-school sales. Additionally, radio tends to experience increases in the amount of
advertising revenues as a result of special events such as political election campaigns. Furthermore, the
level of advertising revenues of radio stations, and therefore our level of revenues, is susceptible to
prevailing general and local economic conditions and the corresponding increases or decreases in the
budgets of advertisers, as well as market conditions and trends affecting advertising expendltures in
specific 1ndustnes .

Results of Operatlons
Year Ended December 31, 2003 Compared to Year Ended December 31, 2002

Commission revenues. Commission revenue for 2003 increased $0.4 million, or 0.4% to $87.8
million from $87.4 million in 2002. Reasons for this relatively small improvement included the slow
down in advertising in the first half of 2003 attributable to the war in Iraq and related uncertainties and
the cancellation by Citadel Broadcasting Company of its representation contract with us and the
general softness in national radio advertising during the fourth quarter. '

Contract termination revenue. Contract termination revenue in 2003 decreased $6.5 million to
$0.7 million from $7.2 million in 2002. This 90.8% decrease was primarily attributable to the higher
level of contract termination revenue in 2002 due to in large part to the settlement of certain litigations
we had with Katz Media, Inc. and Entravision Communications Corporation. During 2003,
approximately 234 stations terminated representation .contracts with us, which had generated an
aggregate of approximately $6.4 million of commission revenue during their 12-month trailing periods.
We did not recognize contract termination revenue in connection with Citadel’s cancellation of its
representation contract with us due to a dispute. See “Item 3. Litigation,” above.

Selling expenses. Selling expenses for 2003 increased to $64.8 million from $58.1 million
during 2002. This increase of $6.7 million, or approximately 11.5%, was primarily due to $2.7 million
of termination benefits recorded in 2003 in connection with an early retirement program we initiated to
reduce ongoing operating expenses, a $1.0 million loss on the sublease of excess space and $0.4
million in costs related to the formation of a new rep company..In addition, we recorded a non-cash
compensation credit on stock option incentives of $1.3 million in 2002 resulting from the stock option
repricing, but made no such adjustment in 2003.

General and administrative expenses. General and administrative expenses of $14.4 million for
2003 increased $2.3 million, or 19.2%, from $12.1 million for 2002 primarily due to unusual and non-
recurring legal and consulting costs in connection with abandoned acquisition transactions, the Citadel
litigation and other one-time charges, including initial Sarbanes-Oxley compliance costs.

Operating income before depreciation and amortization. Operating income before depreciation
and amortization decreased by $15.1 million, or 62.0%, in 2003 to $9.3 million from $24.4 million in
2002, for the reasons discussed above. Included in operating income before depreciation and
amortization in 2002 was $7.2 million of non-recurring contract termination revenue and $1.3 million
of non-cash option repricing, as compared to contract termination revenue of $0.7 million in 2003.
Operating income before depreciation and amortization is not a measure of performance calculated in
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accordance with GAAP and should not be considered in isolation from or as a substitute for operating
income (loss), net income (loss), cash flow or other GAAP measurements. We believe it is useful in
evaluating our performance, in addition to the GAAP data presented, as it is commonly used by lenders
and the investment community to evaluate the performance of companies in our industry. Moreover,
the maintenance of certain levels of operating income before depreciation and amortization is required
under the covenants of our revolving credit facility.

Reconciliation of operating income before depreciation and amortization to GAAP Loss Data

2003 2002
: T ) : - (dollars in thousands) . .
“-= + Netloss applicable to common shareholders ..................... - $(38,668) $(17.816)
Add back: :
“- - - -~Depreciation-and amortization-. . . .. ... .. e e e weeeea.. 33989 23,651
Preferredstockd1v1dend...'.._‘....'.:.......;..-». ........ 468 240 . o
 Tax provision .......... e S P LLowT 0343 ‘7,360 - - - -
- Loss on investment .. .......... T R T
Other eXpense .. ...ttt e 528 —
Interest eXpense, Net © . ... ...ttt e 12,613 10,469
Operating income before depreciation and amortization ............ $ 9273 $ 24429

Depreciation and amortization expense. -Depreciation and amortization expense increased $10.3
million, or 43.7%, to $34.0 million in 2003, from $23.7 million in 2002.-The amortization of costs
associated with acquiring representation contracts is included in depreciation and amortization. The
increase consisted of the $11.6 million write-off of deferred representation contract costs related to the
termination of the Citadel representation contract, which was partially offset by a $1.2 million
reduction in depreciation and amortization. We acquired representation contracts with approximatety
94 new radio stations in 2003. We ‘believe these contracts generated an aggregate of $1.0 million of
commission revenues during theif 12-month trailing periods prior to their acquisition.

Operating (loss) income. In 2003, there was an operating loss of $24.7 million as compared to
operating income of $0.8 million in 2002, a decrease of $25.5 million, for the reasons discussed above.

Interest expense, net. Interest expense, net, increased $2.1 million, or 20.5%;, to $12.6 million
for 2003, from $10.5 million for 2002. This increase primarily resulted from our replacement, in
September 2003, of a term loan facility obtained in November 2002 with a new revolving credit
facility. The cancellation of our term loan facility required the write-off of $1.2 million of unamortized
deferred debt financing costs and $0.4 million of unamortized discount related to warrants issued in
connection with the term loan facility and certain interest expense. See “Other expense,” below. -

Loss on investments. In 2002, the loss on investments included the writedown of $0.5 m11hon in
the cost basis ‘of non- pubhc investments pnmarﬂy in the Internet advertising industry.

Other expense. Other expense in 2003 included a $0.5 million pre-payment penalty related to
the early payoff of the term loan facility.

Benefit for income taxes. Our current and deferred income taxes, and associated valuation
allowances, are affected by events and transactions arising in the normal course of business as well as
special and non-recurring items. Assessment of the appropriate amount and classification of income
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taxes is dependent on several factors, including estimates of the timing and realization of deferred
income tax assets and the timing of income tax payments. Actual collections and payments may differ
from these estimates as a result of changes in tax laws as well as unanticipated future transactions
impacting related income tax balances. The provision for income taxes in 2003 was $0.3 million as
compared to $7.4 million in 2002. A valuation allowance of $14.8 million and $6.6 million was
recorded in 2003 and 2002, respectively, to reflect uncertainties with regard to when we will realize
our net deferred tax assets.

Preferred stock dividend. We accrued $0.5 million for preferred stock dividends in 2003
compared to $0.2 million in 2002. As the preferred stock was issued in May and June 2002, only a
partial year was accrued in 2002. All dividends were paid in additional shares of preferred stock and -
not in cash.

Net loss applicable to common shareholders. Our net loss applicable to common shareholders of
approximately $38.7 million for 2003, a $20.9 million increase over the $17.8 million net loss
applicable to common shareholders for 2002, was attributable to the reasons discussed above.

- Year Ended December 31, 2002 Compared to Year Ended December 31, 2001

Commission revenues. Commission revenue for 2002 increased approximately 7.7% to $87.4
million from $81.1 million for 2001. This $6.3 million increase was the result of a partial recovery in
radio advertising generally, particularly in the fourth quarter of 2002, from the levels in 2001 that were
depressed by, among other factors, the events of September 11, 2001: The increase can also be
attributed to the inclusion of a full year of commission revenue from our Internet representation
operations in 2002, aggregating $1.8 million. For the first nine months of 2001, our share of the
Internet loss was reported on the equity basis, under the caption “Other expense, net”.

Contract termination revenue. Contract termination revenue in 2002 decreased $14.2 million to
$7.2 million from $21.4 million in 2001. This 66.3% decrease was primarily attributable to the higher
level of contract termination revenue experienced in 2001 due in large part to the settlement in May
2001 of our dispute with Clear Channel about the amount due us on the termination in 1999 of our
representation contract. Excluding this settlement, contract termination revenue decreased $1.7 million,
or 19%, from 2001. During 2002, approximately 119 stations terminated representation contracts with
us, which had generated an aggregate of approxunately $3.8 rmlhon of commission revenue during
their 12-month trailing periods.

Selling expenses. Selling expenses for 2002 decreased to $58.1 million from $65.6 million
during 2001. This decrease of $7.5 million, or approximately 11.4%, was primarily due to the non-
recurrence in 2002 of $3.5 million in restructuring charges incurred in 2001, the related reduction of
salaries in 2002 and $1.3 million in non-cash compensation credits on stock option incentives, offset in
part by the inclusion of the operating expenses of our Internet representation business. There was a net
change of $2.0 million from the prior year expense of $0.7 million related to non-cash compensation
credits on stock option incentives. In 2001, we implemented a strategic restructuring program in
response to difficult economic conditions and to further support our competitive position. The
restructuring charges were primarily comprised of termination benefits for approximately 53
employees. We believe the restructuring effort contributed to our improved operating performance.

General and administrative expenses. General and administrative expenses were virtually
unchanged from year to year.
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Operating income before depreciation and amortization. Operating income before depreciation
- and’ amortization decreased by $0.4 million, or 1.7%, in 2002 to $24.4 million from $24.8 million in
2001, for the reasons discussed above. Included in operating income before depreciation and
amortization in 2001 was $21.4 million of non-recurring contract termination revenue which was offset
by $0.7 million non-cash option repricing expense as compared to $7.2 million of non-recurring
contract termination revenue and $1.3 million of non-cash option repricing, in 2002.

Reconciliation of operating income before depreciation and amortization to GAAP Loss Data

2002 2001
(dollars in thousands)
Net loss applicable to common shareholders ............. . ... ... .u... $(17,816) $(19,855)
Less: '
TTax BEne It L — (4,486)

O her INCOMIE . .ttt i et e e et e — (236)
Add back:

Depreciation and amortization . ...............o e, 23,651 36,673

Preferred stock dividend . ...... ... .. ... . 240 —

Tax Provision ... ...t e 7,360 —

LOSS ON INVESIITIETIE & o v vttt v et e ettt e e et e e e e 525 3,340

Interest eXpense, Net .. .. ..ottt 10,469 9,416
Operating income before depreciation and amortization . ................... $ 24,429 $ 24,852

Depreciation and amortization expense. Depreciation and amortization expense decreased $13.0
million, or 35.5%, to $23.7 million for 2002, from $36.7 million in 2001. The amortization of costs
associated with acquiring representation contracts is included in depreciation and amortization. The
decrease of $13.0 million was primarily due to the write-off in 2001 of $6.6 million of the unamortized
costs from the termination and settlement of the Clear Channel representation contract initially
acquired in 1996. As is our practice, we wrote off this balance of deferred costs in 2001 on the
settlement of the termination of the Clear Channel contract. We acquired representation contracts with
approximately 93 new radio stations in 2002. We believe these contracts generated an aggregate of
$1.2 million of commission revenues during their 12-month trailing periods prior to their acquisition.
Also, in 2001, we recorded an impairment of $2.4 million pertaining to our goodwill in Cybereps, Inc.
created as a result of our consolidation in October 2001. ‘

Operating income (loss). In 2002, there was operating income of $0.8 million as compared with
an operating loss of $11.8 million in 2001, for the reasons discussed above.

Interest expense, net. Interest expense, net, increased $1.1 million, or 11.2%, to $10.5 million
for 2002, from $9.4 million for 2001. This increase primarily resulted from a decrease in interest
income received on cash balances as well as interest expense on our $10 million term loan facility
entered into on November 7, 2002.

Loss on investments. In 2002 and 2001, the loss on investments included writedowns of $0.5
- million and $1.9 million, respectively, in the cost basis of privately held investments primarily in the
Internet advertising industry. In 2001, the loss on investments includes our share of losses incurred by
Cybereps prior to the consolidation of its operations in October 2001.




Benefit for income taxes. The provision for income taxes in 2002 was $7.4 million as'‘compared
to a benefit for income taxes of $4.5 million in 2001, as a result of a valuation allowance of $6.6
million that we recorded in 2002 to reflect uncertainties with regard to when in the future we will
realize our net deferred tax assets

Net loss applicable to common shareholders. Qur net loss applicable to common shareholders bf
approximately $17.8 million for 2002, a $2.1 million decrease from the $19.9 million net loss
applicable to common shareholders for 2001, was due to the reasons discussed above.

Liquidity and Capital Resources

Cash provided from operations and financing transactions has primarily funded our cash
requirements. As of December 31, 2003, we had cash and cash equivalents of $7.7 million and
working capital of $15.7 million. Additionally, at December 31, 2003, we had available approximately
$6.0 million under our revolving credit facility. ‘

Cash provided by operations during 2003 was $9.8 million, as compared to $8.5 million and $11.2
million for the years ended 2002 and 2001, respectively. These fluctuations were primarily attributable
to contract terminations and changes in working capital components.

Net cash used in investing activities during 2003 and 2002 was $2.3 million and $0.5 million,
respectively, and was primarily the result of capital expenditures for computer equipment. Net cash
provided by investing activities during 2001 amounted to $9.3 million, primarily from the proceeds of
temporary cash investments that were classified as marketable securities offset in part by capital
expenditures. Capital expenditures totaled $0.7 million for 2001, respectively, prlmarlly for office and
computer equipment.

In 2002, we reduced the carrying value of our non-public investments primarily in the Internet
advertising industry by $0.5 million. As part of the evaluation, we considered, among other factors, the
business plans of these firms, the quality and effectiveness of their management teams, their liquidity
and capital resource positions, and their business relationships with third parties.. There can be no
assurance that circumstances affecting these investments, their businesses and the markets in which
they operate will not change in a manner which would lead to a conclusion in a future period that an
additional impairment had occurred.

Cash used for financing activities of $18.0 million during 2003 consisted primarily of $11.6
million for the acquisition of representation contracts and the $6 million reduction in debt, consisting
of the repayment of $10 million for the term loan facility offset by the borrowing of $4 million on the
new senior secured revolving credit facility, net of $0.5 million of related financing costs. Cash used
for financing activities of $1.3 million during 2002 consisted primarily of $23.5 million for
acquisitions of representation contracts, offset by $10.2 million of net proceeds from the issuance of
Series A convertible preferred stock, $2.3 million of proceeds from the issuance of Class B common
stock to our Stock Growth Plan and $9.6 million from a term loan facility, net of financing cost. Cash
used for financing activities of $32.6 million during 2001 consisted primarily of $35.5 million for
acquisitions of representation contracts, offset by $2.9 million of proceeds from the issuance of Class B
common stock to our Stock Growth Plan. - :

18




-

———

In general, as we acquire new representation contracts, we use more cash and, as our contracts are
terminated, we receive additional cash. For the reasons noted above in “Overview”, we are not able to
predict the amount of cash. we will require for contract acquisitions, or the CaSh we will receive on
confract terminations, from period to period.

~ We do not have any written options on financial assets, nor do we have any special purpose
entities. We have not guaranteed any obligations of our unconsolidated investments.

The Senior Subordinated Notes were issued under an indenture that limits our ability to engage in
various activities. Among. other things, we are not able to pay any cash dividends to our shareholders
and we can only incur additional indebtedness under limited circumstances, and certain types of
mergers, asset sales and changes of control either are not permitted or permit the note holders to
require immediate redemptlon of their Semor Subordinated Notes.

Our Senior Subordinated Notes are redeemable by us. If certain events occurred which would be
deemed.to involve a change of control under the indenture, we would be requlred to offer to repurchase
all of the Senior Subordinated Notes at a price equal to 101% of their aggregate pr1nc1pal plus unpaid
interest.

On September 25, 2003, we entered into a $10 million senior secured revolving credit facility
with Commerce Bank, N.A. to replace our $10 million senior secured term loan facility with an
institutional lender. The revolving credit facility enables us to more efficiently manage our cash as we
may borrow, repay and re-borrow funds as needed. The revolving credit facility has an initial term of

three years. The credit facility is secured by a first priority lien on all of our and our subsidiaries’
property and assets, tangible and intangible. The facility provides for interest to be paid monthly on the
borrowings at rates based on either a prime rate or LIBOR, plus a premium of 1% for prime rate
borrowings, and 4% for LIBOR borrowings. In addition to covenants similar to those in the indenture
governing the Notes, the credit facility requires, among other things, that we (i) maintain certain 12-
month trailing Operating EBITDA levels (“Operating EBITDA” is defined in the Loan and Security
Agreement as, for any period: (a) our consolidated net income (loss), plus (b) all taxes on income plus
state and local franchise and corporation taxes paid-by us and any of our subsidiaries plus (c) all
interest expense deducted in determining such net income, plus (d) all depreciation and amortization
expense and other non-cash charges (including, without limitation, non-cash charges resulting from the
repricing of employee stock options), plus (e) severance costs expensed but not yet paid in cash, less
(f) extraordinary gains, plus (g) extraordinary losses, less (h) contract termination revenue); (ii) have
certain minimum accounts receivable as of the end of each quarter; (iii) have not less than $200 million
of representation’ contract value as of the end of each quarter; and (iv) have not less than $2 million of
cash and cash equivalents as of the end of each quarter. We have incurred approximately $0.5 million
in legal and other costs directly related to the revolving credit facility, which will be amortized into
interest over the life of the facility. The remaining $1.2 million of unamortized financing costs related
to the terny loan facility that was replaced by the revolving credit facility were written off to interest
expense in the third quarter of 2003. The remaining $0.4 million of unamortized discount related to the
- warrants issued in conjunction with the term loan facility was also written off to interest expense
during the third quarter of 2003. Substantially all of our subsidiaries are guarantors of the revolving
credit facility. Each guarantee is full, unconditional and joint and several with the other guarantees. At
December 31,2003, we had $4 m1111on outstanding on the senior secured credit facility.

On November 7, 2002 we entered into an agreement with an institutional lender to provide us
with a $10 million term loan facility. The loan had a five-year term, was secured by an interest in
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substantially all of our assets and required that interest at a rate of 8.125% be paid quarterly. In
connection with the loan, we issued a warrang to an affiliate of the lender to purchase 225,000 sha;r.es_ of
our Class A common stock for nominal consideration. These warrants were valued at $0.5 million
using a Black-Scholes model and were recorded as a discount to the term loan facility, which was
being amortized as interest expense based on an effective interest rate method over the life of the loan.
In addition, 50,000 shares of our Class A common stock were issued to an advisor in connection with
the term loan. These shares were recorded at fair value at the time of issuance, which was $0.1 million,
and was recorded as deferred loan cost, which was being amortized on a straight-line basis over the
term of the loan. This obligation was repaid with the proceeds from our revolving credit facility and the
commitment was terminated. T

* During 2002, we completed a series of private placements to issue 110,000 units for an aggregate
purchase price of $11 million, less related costs. Each unit consists of one share of Series A and 6.25
warrants to acquire the same number of shares of our Class A common stock. The warrants are
exercisable at any time from the date of grant and expire at various times in 2007. W¢ also issued
warrants to acquire 5,000 shares of our Class A common stock to a placement agent in connection with
the sale of 10,000 units. We incurred approximately $0.8 million in legal and other costs directly
related to the private placements. '

We believe that the liquidity resulting from the transactions described above, together with
anticipated cash from continuing operations, should be sufficient to fund our operations and anticipated
needs for required representation contract acquisition payments, and to make the required 10% annual
interest payments on the Senior Subordinated Notes, as well as the monthly interest payments under
our senior secured revolving loan facility, for at least the next 12 months. We may not, however,
generate sufficient cash flow for these purposes or to repay the notes-at maturity: '

Our ability to fund our operations and required contract acquisition payments and to make
scheduled principal and interest payments will depend on our-future performance, which,.to a certain
extent, is subject to general economic, financial, competitive, legislative, regulatory and other factors
that are beyond our control. We may also need to refinance all or a portion of the Senior Subordinated
Notes on or prior to maturity. There can be no assurance that we will be able to effect any such
refinancing on commercially reasonable terms, if at all. C ’

Certain Factdrs That May Affect Our Results of Operations

The following factors are some, but not all, of the variables that may have an impact on our results
of operations: - ' ' : B

* Changes in the ownership of our radio station clients, in the _derriand for radio advertising, in
.our expenses, in the types of services offered by our competitors, and in general economic
factors may adversely affect our ability to generate the same levels of revenue and operating
results.

~» Advertising tends to be seasonal in nature as advertisers typically spend less on. radio
advertising during the first calendar quarter. : '

» The terrorist attacks that occurred on September 11, 2001, and the subsequent military actions
taken by the United States and its allies in response, have caused uncertainty. The events
surrounding the military action in Iraq and other geopolitical situations have contributed to this
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_ uncertainty, While the ongoing consequences of these events remain unelear, we -believe. that
they have likely had an adverse effect on “general economic conditions, consumer confidence,
-—--= —advertising.and the medla industry and may continué to do so in the future '

» -The termination of a representation contract will increase our results of operatlons for the
period in which the related termination payments are agreed upon, but will negatively affect our
results for later periods from the loss of commission revenues. Hence, our results of operations
on a quarterly basis are not predictable and are subject to significant fluctuations.

* We depend heavily on our key personnel, including our Chief Executive Officer Ralph C.
~Guild, our President and Chief Operating Officer George E. Pine and the President of our
Marketing Division Marc G. Guild, and our inability to retain them could adversely affect our
business. '

* We rely on a limited number of clients for a significant portion of our revenues.

s Our s1gn1f1cant indebtedness may burden our operations, which could make us more vulnerable
to general adverse economic and industry conditions, make it more. difficult to obtain additional
financing when needed, reduce our cash flow-from operations to make payments of principal
and interest and make it more difficult to react to changes in our business and industry.

* We may need additional financing for our future capital needs, which may not be available on
favorable terms, if at all.

« Competition could harm our business. Our only significant competitor is Katz Media Group,

- Inc.; which is a subsidiary of a major radio station group that has significantly greater financial .
and other resources than do we and also owns several radio trade publications. In addition,
radio must compete for a share of advertisers’ total advertising budgets with other advertising
media such as television, cable, print, outdoor advertising and the Internet. - -

* Acquisitions and strategic investments could adversely affect o‘uf business.

* Our Internet business may suffer if the market for Internet advertising weakens.

New Accounting Pronouncements

The FASB issued - Interpretation No. 46, Consolidation. of Variable I[nterest Entities, an
interpretation of Accounting Research Bulletin No. 51, in January 2003. This interpretation addresses
the consolidation by business enterprises of variable interest éntities as defined in the interpretation.
The interpretation applied immediately to variable interest entities created after January 31, 2003, and
to variable interests in variable interest entities obtained after January 31, 2003. Significant changes to
this interpretation were proposed by FASB in October 2003, including delaying the effective date to
the beginning of the first reporting period ending after December 15, 2003. We do not currently own
an interest in any variable interest ent1t1es The adoption of this statement did not have a matenal effect
on these financial statements. '

Critical Accounting Policies
Principles of Consolidation

The consolidated financial statements include the accounts of Interep. All significant
intercompany transactions and balances have been eliminated. :

21




Use of Estimates

The preparatlon of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements-and the reported amounts of revenues and expenses during the.reporting
period. Actual results could differ from those estimates.

Revenue Recognition .

We are a national representation (“rep”) firm serving radio broadcast clients throughout the
United States. Commission revenues are derived from sales of advertising time for radio stations under
representation contracts. Commissions and fees are recognized in the month the advertisement is
broadcast. In connection with its unwired network business, we collect fees for unwired network radio
advertising and, after deducting its commissions, remits the fees to the respective radio stations. Fees
payable to stations have been offset against the related receivable from advertising agencies in the
accompanying consolidated balance sheets. We record all commission revenues on a net basis.
Commissions are recognized based on the standard broadcast calendar that ends on the last Sunday in
each reporting period. The broadcast calendar for the calendar years ended December 31, 2003, 2001,
and 2000 each had 52 weeks. '

Representation Contract Termination Revenue and Contract Acquisition Costs

Our station representation contracts ‘usually renew automatically from year to year after their
stated initial terms unless either party provides written notice of termination generally at least twelve
months prior to the next automatic renewal date. In accordance with industry practice, in lieu of
termination, an arrangement is normally made for the purchase of such contracts by a successor
representative firm. The purchase price paid by the successor representation firm is generally based
upon the historic commission income projected over the remaining contract period, plus two months.
The two-month period represents’ compensation for advertising spots sold but not yet-run. Income
earned from the loss of station representation contracts (contract termination revenue) is recognized in
full on the effective date of the buyout agreement.

Costs of obtaining station representation contracts are deferred and amortized over the life of the
new contract. Such amortization is included in the accompanying consolidated statements of operations
as-a component of depreciation and amortization expense. Amounts which are to be amortized during
the next year are included as current assets in the accompanying consolidated balance sheets We
review the realizability of these deferred costs on a quarterly ba51s :

Cash and Cash Equivalents and Marketable Securities

We consider cash in banks and investments with an ongmal maturity of three months or less to be
cash equivalents. Marketable securities consist of investments in debt securities with original
maturities of less than twelve months.

Fixed Assets, net

Fumiture, fixtures and equipment are recorded at cost and are depreciated over three to ten-year
lives, and leasehold improvements are amortized over the shorter of the lives of the leases or assets, all
on a straight-line basis.
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Statement of Position 98-1 “Accounting For The Costs Of Computer Software Developed Or
Obtained For Internal Use” (SOP 98-1) provides guidance on accounting for the costs of computer
software developed or obtained for internal use. The costs for such computer software will be
amortized on a straight-line basis over three years. B

Long-Lived Assets

In Januvary 2002, we adopted Statement of Financial Accounting Standards (SFAS) No. 142
Goodwill and Other Intangible Assets. We currently do not have any goodwill on its books, therefore
the adoption of this statement did not have a significant impact on our financial position and results of
operations.

In January 2002, we adopted SFAS No. 144 Accounting for the Impairment or Disposal of Long-
Lived Assets which addresses financial accounting and reporting for the impairment or dlsposal of
long-lived assets and supersedes SFAS No. 121.

We assess the impairment of our long-lived assets in accordance with SFAS No. 144, which
requires testing when events or changes in circumstances indicate that the carrying amount of the asset
may not be recoverable. We reevaluate these intangible -assets each reporting period to determine
whether events and circumstances warrant a revision in their remaining life. SFAS No. 144, which also
applies to other long-lived assets such as plant, property and equipment, as well as groups of assets,
provides examples of indicators of potential impairment such as: a significant decrease in market price
of the asset; a significant adverse change in the extent or manner in which the asset is used; a
significant adverse change in legal factors or the business climate; an adverse action or assessment by a
regulator; excess cost accumulation for the acquisition or construction of the asset; current period
operating cash flow losses combined with a similar history or a projection of future losses; and a more
likely than not expectation that the asset will be sold. If any indicators were present, we would test for
recoverability by comparing the carrying amount of the asset to the net undiscounted cash flows
expected to be generated from the asset. If those net undiscounted cash flows do not exceed the
carrying amount (i.e. the asset is not recoverable), we would perform the next step which is to

determine the fair value of the-asset and record an impairment, if any. Based on the Company’s
~ analysis, no impairment was recorded as of December 31, 2003.

Stock Growth Plan

- We maintain a Stock Growth Plan (“SGP”) for eligible employees. Cash contributions made by us
to the SGP are recorded as compensation expense. Shares of our stock owned by the SGP are treated as
outstanding common stock.

Stock-Based Compensation

We have elected to continue to account for our employee stock-based compensation plan using
the intrinsic value method, as prescribed by APB No. 25 Accounting for Stock Issued to Employees and
interpretations thereof (collectively “APB 25”) versus the fair value method allowed by SFAS No. 123
Accounting for Stock-Based Compensation. Accordingly, deferred compensation is only recorded if the
current price of the underlying stock exceeds the exercise price on the date of grant. The Company
records and measures deferred compensation for stock options granted to non-employees at their fair
value. Deferred compensation is expensed on a straight-line basis over the period the services are
provided. See Notes 1 and 6 to Consolidated Financial Statements for further discussion of our
accounting for its stock-based compensation plans. :

23




Restructuring and Severance Charges

A strategic restructuring program was undertaken in 2001 in response to difficult economic
conditions and to further ensure our competitive position. The restructuring charges are primarily
comprised of employee termination benefits. The restructuring program has resulted in the termination
of approximately 53 employees. During 2003, we offered an early retirement program, which was
accepted by 17 people, including four executives, to reduce compensation costs on a going forward
basis. This resulted in termination benefits to be paid over an extended period of time, which were
recorded during 2003 at net present value. SFAS No. 146 required that we record this new liability at
fair value as of the time the liability was incurred. See Note 1 to the Consolidated Financial Statements
for further discussion.

Loss per Share

Basic loss per share for each of the respective years has been computed by dividing the net loss
applicable to common shareholders by the weighted average number of common shares outstanding
during the year which was 10,248,159, 9,490,519, and 8,715,129 for the years ended December 31,
2003, 2002, and 2001, respectively. Diluted loss per share would reflect the potential dilution that
- could occur if the outstanding options to purchase common stock were exercised. For the years ended
December 31, 2003, 2002, and 2001, the exercise of outstanding options would have an antidilutive
effect and therefore have been excluded from the calculation.

Income Taxes

Income taxes are recognized during the year in which transactions enter into the determination of
financial statement income, with deferred taxes being provided for temporary differences between
amounts of assets and liabilities recorded for tax and financial reporting purposes.

Segment Reporting

Statement of Financial Accounting Standards No. 131, Disclosure about Segments of an
Enterprise and Related Information requires us to report segment financial information consistent with
the presentation made to the Company’s management for decision making purposes. We are managed
as one segment and all revenues are derived solely from representation operations and related
activities. Our management decisions are based on operating cash flow (defined as operating income
before depreciation and amortization), general and administrative expenses, and adjusted EBITDA
(operating income excluding contract termination revenue and depreciation and amortization expense).

Contractual Obligations and Other Commercial Commitments

Payments Due by Period
Total 2004  2005-2006 2007-2008 2009-Thereafter
(Dollars in Millions)

Longtermdebt ................0oiiiiiaiinn.. ... 81030 $ — $40 $99.0 $—
Operating leases . ............oeiineirnenneen. . 14.4 5.0 52 3.5 0.7
Interest eXpense . . ...ovv i 44.6 9.9 19.8 149 —
Annual fees for accounting services ................. 155 3.6 77 42 —
Representation contract buyouts .................... 12.2 7.4 39 0.6 0.3

Total .. ..o $189.7 3259  $40.6 $1222 $1.0
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Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to market risk from changes in interest rates that may adversely affect our results
of operations and financial condition. We seek to minimize the risks from these interest rate
fluctuations through our regular operating and financing activities. Our policy is not to use financial
instruments for trading or other speculative purposes. We are not currently a party to any financial
instruments.

Because our obligation under the senior secured revolving credit facility bears interest at a
variable rate, we are sensitive to changes in prevailing interest rates. A one-point fluctuation in market
rates would not have had a material impact on 2003 earnings.

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Financial information required by this item appears in the pages marked F-1 through F-25 at the
end of this Report and is incorporated herein by reference as if fully set forth herein.

Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON
ACCOUNTING AND FINANCIAL DISCLOSURE

On June 20, 2002, we dismissed Arthur Andersen LLP as our independent auditors. The reports of
Arthur Andersen LLP on our financial statements for the fiscal year ended December 31, 2001 did not
contain an adverse opinion, disclaimer of opinion or qualification or modification as to uncertainty,
audit scope or accounting principles. During the fiscal year ended December 31, 2001 and during the
subsequent interim periods, we had no disagreements with Arthur Andersen LLP on any matters of
accounting principles or practices, financial statement disclosure or auditing scope or procedures. In

" addition, théré were no reportable events (as defined in Item 304 (a) (1) (v) of Regulation S-K) during.

these periods.

We provided Arthur Andersen LLP with a copy of this disclosure regarding their dismissal prior
to filing our Interim Report on Form 8-K that reported their dismissal. We requested that Arthur
Andersen LLP furnish us a letter addressed to the Securities and Exchange Commission stating
whether Arthur Andersen LLP agreed with such disclosures and, if not, stating the respects in which it
did not agree. Arthur Andersen LLP’s letter, dated June 20, 2002, confirming its agreement with such
statements is attached as Exhibit 16.1 and is incorporated in this Report by reference.

We have engaged Emst & Young LLP to act as our independent auditors as successor to Arthur
Andersen LLP. During our 2001 and 2000 fiscal years and the subsequent interim period through June
20, 2002, we did not consult with Ernst & Young LLP regarding (i) either the application of
accounting principles to a specified transaction, either completed or proposed, or the type of audit
opinion that might be rendered on our financial statements, or (ii) any matter that was either the subject
of disagreement on any matter of accounting principles or practices, financial statement disclosure or
auditing scope or procedures or a reportable event (as defined in Item 304 (a) (1) (v) of Regulation
S-K).

The Audit Committee of our Board of Directors considered, approved and recommended to our

Board of Directors the dismissal of Arthur Andersen LLP, and the appointment of Ernst & Young LLP,
as our independent auditors. These actions were ratified and approved by our Board of Directors.
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Item 9A CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Procedures

An evaluation as of the end of the period covered by this annual report was carried out under the
supervision and with the participation of our management, including the Chairman and Chief
Executive Officer and our Senior Vice President and Chief Financial Officer, of the effectiveness of
the design and operation our “disclosure controls and procedures” (as defined in Rules 13a-15(e) and
15d-15(e) of the Securities and Exchange Act of 1934). Based upon that evaluation, our Chairman and
Chief Executive Officer and our Chief Financial Officer concluded that our disclosure controls and
procedures were effective.

(b) Changes in Internal Controls
There have not been any changes in our internal control over financial reporting (as such term is
defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the fiscal period covered by

this Annual Report on Form 10-K that have materially affected, or are reasonably likely to materially
affect, the our control over financial reporting.
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PART III

Items 10 Through 14 Inclusive.

The information required by Item 10 (Directors and Executive Officers of the Registrant) (other
than information as to our executive officers, which is set forth in Part I under the caption “Executive
-Officers™), Item 11 (Executive Compensation), [tem 12 (Security Ownership of Certain Beneficial
Owners and Management), Item 13 (Certain Relationships and Related Transactions) and Item 14
(Principal accounting fees and services) is incorporated by reference to our definitive proxy statement
for the 2004 Annual Meeting of Shareholders, to be filed with the Securities and Exchange
‘Commission on or about April 29, 2004,

217




PART IV

Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM

(A) Documents Filed as Part of this Report

" Financial Statements and Supplementary Data. The following Financial Statements of the
Company are filed with this Form 10-K: : ‘ :

Report of Independent Auditors .............. .. ... oL, N F-2 !
Report of Independent Public Accountants . .......... ... i F-3 ‘
Consolidated Balance Sheets as of December 31,2003 and 2002 ....... ... . . i .. U F-4
Consolidated Statements of Operations for the Years Ended December 31, 2003,2002 and 2001 .. .... F-5
Consolidated Statements of Shareholders’ (Deficit) Equity for the Years Ended December 31, 2003,
2002 and 2000 .. e F-6
Consolidated Statements of Cash Flows for the Years Ended December 31, 2003, 2002 and 2001 ... .. -F-7
Notes to Consolidated Financial Statements .. ... ...ttt e F-8

Financial Statement Schedules. The following financial statement schedule is filed as part of
this Annual Report on Form 10-K:

Schedule [I—Valuation and Qualifying Accounts ............ .ttt F-25

Exhibits. The following Exhibits are filed as part of this Report:

Exhibit No. Description

3.1(5) Restated Certificate of Incorporation of Interep

3.2(8) Certificate of Amendment of the Restated Certificate of Incorporation

3.2(5) By-Laws of Interep

4.1(1) A/B Exchange Registration Rights Agreement, dated July 2, 1998, among Interep, the Guarantors,
BancBoston Securities Inc., Loenbaum & Company Incorporated and SPP Hambro & Co., LLC

4.2(1) Indenture, dated July 2, 1998, between Interep, the Guarantors and Summit Bank

4.3(1) Form of 10% Senior Subordinated Note (Included in Exhibit 4.2)

4.4(3) Supplemental Indenture, dated as of March 22, 1999, among American Radio Sales, Inc., Interep,

' the Guarantors and Summit Bank as Trustee

4.5(6) Form of Registration Rights Agreement among the Interep Employee Stock Ownership Plan, the
Interep Stock Growth Plan and Interep

4.6(8) Form of Warrant used in connection with issuance of Series A preferred stock and warrants

4.7(10) Warrant to purchase 225,000 shares of Class A Common Stock of Interep, dated as of
November 7, 2002 ‘ :

10.1(1) Agreement of Lease, dated December 31, 1992, between The Prudential Insurance Company of

America and Interep

10.2(2) Lease, dated January 1, 1990, between Ralph C. Guild, doing business as The Tuxedo Park
Executive Conference Center and Interep, as amended by Amendment of Lease, dated December
3, 1998, between Ralph Guild 1990 Trust No. 1 (successor in interest to The Tuxédo Park
Executive Conference Center) and Interep

10.3(D)* Agreement, dated June 29, 1998, between Interep and Ralph C. Guild

10.4(7* Amended and Restated Services Agreement, dated as of January 2, 2001, between Interep and

: Media Financial Services, Inc. _ _
10.5(3)* Fifth Amended and Restated Employment Agreement, dated as of March 1, 1999, between Interep
o and Ralph C. Guild ‘

28




Exhibit No. Description

10.6(7)* Amended and Restated-Employment Agreement dated as of April 1, 2000, between Interep and
- Marc G. Guild
10.7(1)* Non-Qualified Stock Option granted to Ralph C. Guild on December 31, 1988
10.8(1)* Amendment and Extension of Option, dated January 1, 1991, between Interep and Ralph C. Guild
10.9(1)* Non-Qualified Stock Option granted to Ralph C. Guild on January 1, 1991
10.10(1)* Non-Qualified Stock Option.granted to Ralph C. Guild on December 31, 1995
10.11(1)* Non-Qualified Stock Option granted to Marc G. Guild on January 1, 1991
10.12(1)* Non-Qualified Stock Option granted to Ralph C. Guild on June 29, 1997
10.13(1)* Non-Qualified Stock Option granted to Marc G. Guild on June 29, 1997
10.14(1)* Non-Qualified Stock Option granted to William J. McEntee, Jr. on June 29, 1997
10.15(1)* Supplemental Income Agreement, dated December 31, 1986, between Interep and Ralph C. Guild
10.16(1)* - Agreement, dated June 18, 1993, between Interep and Ralph C. Guild
10.17(2)* Non-Qualified Stock Option Granted to Ralph C. Guild on July 10, 1998
10.18(2)* Non-Qualified Stock Option Granted to Marc G. Guild July 10, 19938
10.19(2)* Non-Qualified Stock Option Granted to William J. Mc¢Entee, Jr. July 10, 1998
10.20(3)* Non-Qualified Stock Option Granted to Ralph C. Guild, December 16, 1998.
10.21(3)* Non-Qualified Stock Option Granted to Leslie D. Goldberg, December 16, 1998
“10.22(7)* Non-Qualified Stock Option Granted to Ralph C. Guild on April 25, 2000
10.23(7)* - . Non-Qualified Stock Option Granted to Marc G. Guild on April 25, 2000
10.24(7)* Non-Qualified Stock Option Granted to William J. McEntee on. April 25, 2000
10.25(4)* Form of Indemnification Agreement for drrectors and officers
T10.26(5)% " 71999 Stock Incentive Plan .
10.27(6)* Form of Stock Option Agreement
10.28(5) - Lease Agreement, dated as of June 30, 1999 between Bronxville Family Partnership, L.P. and
Interep
10.29(6)* Agreement, dated as of November 30, 1999 between Interep and Ralph C. Guild
10.30(6)* Agreement, dated as of November 30, 1999 between Interep and Ralph C. Guild
10.31(5)* Agreement, dated as of November 30, 1999 between Interep and Marc G. Guild
10.32(10y * Credit Agreement, dated as of November 7, 2002, among Interep, certain of its subsidiaries, Upper
Columbia Capital Company, L.L.C. and Guggenheim Investment Management, LLC .

10.33(8)- Form of Stock Purchase Agreement used in connection with issuance of Series A preferred stock
and warrants
10.34(8) ~ -Form of Registration Rights Agreement used in connection with issuance of Senes A preferred. -

stock and warrants

77 1035(10)  Security Agreement, dated as of November 7, 2002, among Interep, certain of its subsrdlanes and

‘Guggenheim Investment Management; LLC'
10 36(10) Guarantee of certain subsidiaries of Interep in favor of Upper Columbia Capital Company LL.C.
: - and Guggenheim Investment Management, LLC - - - - R
10.37(10) ~ "Sénior Secured Note of Interep payable to UpperColumbla Capltal Company, L L C dated asof. - ...
77 November'7,2002 e
10.38(10) ~ Trademark Security Agreement, dated as of November 7, 2002, among Interep, certain of its
subsidiaries and Guggenheim Investment Management, LLC
10.39(10) - Pledge Agreement, dated as of November 7, 2002, among Interep, certain of its subsidiaries and
Guggenheim Investment Management, LL.C
10.40(11) Agreement, dated as of March 19, 2003, between Interep and George E. Pine-
10.41(12) Loan and Security Agreement, dated as of September 25, 2003, among Interep, each of the entities
listed as a guarantor on the signature pages thereto and Commerce Bank, N.A.
10.42(12) Revolving Note, dated September 25, 2003, payable to the order of Commerce Bank, N.A.
10.43(12) Guaranty, dated September 25, 2003, granted by the entities listed therein as guarantors in favor of
Commerce Bank, N.A. ‘
10.44(12) Pledge Agreement, dated September 25, 2003, among Interep, the other entities listed therein as
pledgors and Commerce Bank, N.A.
10:45(13) . Trademark Security Agreement, dated September 75 2003, between Interep and Commerce Bank,
N.A.
14 Code of Ethics for Senior Management (filed herewith)
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Exhibit No. Deseription

16.1(9) Letter, dated June 20, 2002 from Arthur Andersen LLP to the Secuntles and Exchange
Commission

21.111) Subsidiaries of Interep _

23.1 Consent of Ernst & Young LLP (filed herewith) ‘

31.1 Certification of Chief Executive Officer pursuant to Rule 15d-14(a) (filed herewith)

31.2 Certification of Chief Financial Officer pursuant to Rule 15d-14(a) (filed herewith)

321 Certification pursuant to Rule 15d-14(b) and Section 906 of the Sarbanes- Oxley Actof 2002 (18

U.S.C. § 1350(a), (b)) (furnished herewith)**

*  Management or compensatory contract requ1red to be filed pursuant to Item 14(c) of the
requirements for Form 10-K reports.

**  The information furnished in Exhibit 32.1 shall not be deemed “filed” for purposes of Section 18
of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to
the liabilities of that section, nor shall it be deemed incorporated by reference in ‘any filing under
the Securities Act of 1933, as amended, or the Exchange Act, regardless of any general
incorporation language in such filing.

(1) Incorporated by reference to Interep s registration statement on Form S-4 (Reg1strat10n No. 333—
60575), filed with the Commission on August 4, 1998.

(2) Incorporated by reference to Interep’s registration statement on Form S- 4/A 2 (Reglstratlon No
333-60575), filed with the Commission on January 26, 1999.

(3) Incorporated by reference to Interep’s Annual Report on Form 10-K for its fiscal year ended
December 31, 1998, filed with the Commission on March 31, 1999 (File No. 000-28395).

(4) Incorporated by reference to Interep’s registration statement on Form S-1 (Registration No. 333-
88265), filed with the Commission on October 10, 1999.

(5) Incorporated by reference to Interep’s registration statement on Form S-1/A-1 (Registration No.
333-88265), filed with the Commission on November 8, 1999.

-(6) Incorporated by reference to Interep’s registration statement on Form S-1/A-4 (Registration No.
333-88265), filed with the Commission on December 8, 1999.

(7) Incorporated by reference to Interep’s Annual Report on Form 10-K for its fiscal year ended
December 31, 2000, filed with the Commission on April 2, 2001 (File No._OOO-28395).

(8) Incorporated by reference to Interep’s Quarterly Report on Form 10-Q for its quarter ended March
31, 2002, filed with the Commission on May 15, 2002 (File No. 000-28395).

(9) Incorporated by reference to Interep’s Current Report on Form 8-K date Tune 20, 2002, filed Wlth
the Commission on June 26, 2002 (File No. 000-28395).

(10) Incorporated by reference to Interep’s Quarterly Report on Form 10-Q for its quarter ended
September 30, 2002, filed with the Commission on November 13, 2002 (File No. 000-28395). .

(11) Incorporated by reference to Interep’s Annual Report on Form 10-K for its fiscal year ended
December 31, 2002, filed with the Commission on April 1, 2003 (File No. 000-28395).

(12) Incorporated by reference to Interep’s Current Report on Form 8-K dated September 25, 2003,
filed with the Commission on September 30, 2003 (File No. 000-28395). -

(B) Reports on Form 8-K

We have filed the following current reports on Form 3-K during our fourth fiscal quarter:

Financial
Date of Report : Items Reported  Statements Filed
October 3,2003 . ... .. e , Item 5 No

October 30,2003 ............... e e e e e Item 12 No




INTEREP NATIONAL RADIO SALES, INC.
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS
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~ Report of Independent Public Accountants ...........0..... ... Lo

Consolidated Balance Sheets as of Decemberi’:l, 2003 and 2002 ... ... ... F

Consolidated Statements of Operations for the Years Ended December 31, 2003, 2002 and 2001 ........

Consolidated Statements of Shareholders’ (Deficit) Equity for the Years Ended December 31, 2003,
2002 and 2000 . ..o e

Consolidated Statements of Cash Flows for the Years Ended December 31, 2003, 2002 and 2001 .......
Notes to Consolidated Financial Statements .. ... ... c..uuut ittt e
Financial Statement Schedule for the Years Ended December 31, 2003, 2002 and 2001:

Schedule [I—Valuation and Qualifying ACCOUNts .. .......... ..o i,
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REPORT OF INDEPENDENT AUDITORS

Board of Directors
Interep National Radio Sales:

We have audited the accompanying consolidated balance sheets of Interep National Radio Sales,
Inc. (a New York corporation) and subsidiaries as of December 31, 2003 and 2002, and the related
consolidated statements of operations, shareholders’ (deficit) equity, and cash flows for the years then
ended. Our audits also included the financial statement schedule listed in the Index at Item 15(a).
These financial statements and schedule are the responsibility of the Company’s management. Qur
responsibility is to express an opinion on these financial statements and schedule based on our audits.
The consolidated financial statements of Interep National Radio Sales, Inc. and subsidiaries as of and
for the year ended December 31, 2001, were audited by other auditors who have ceased operations and
whose report dated March 14, 2002, expressed an unqualified opinion on those statements.

We conducted our audits in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Interep National Radio Sales, Inc. and subsidiaries at December
31, 2003 and 2002, and the consolidated results of their operations and their cash flows for each of the
years then ended in conformity with accounting principles generally accepted in the United States.
Also, in our opinion, the related financial statement schedule, when considered in relation to the basic
financial statements taken as a whole, present fairly in all material respects the information set forth
therein.

/s/ ERNST & YOUNG LLP

FN ew York, New York
February 26, 2004
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THIS REPORT IS A COPY OF A REPORT PREVIOUSLY ISSUED BY ARTHUR
ANDERSEN LLP. THE REPORT HAS NOT BEEN REISSUED BY ARTHUR ANDERSEN
LLP NOR HAS ARTHUR ANDERSEN LLP PROVIDED A CONSENT TO THE INCLUSION
'OF ITS REPORT IN THIS FORM 10-K.

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

~ To Interep National Radio Sales, Inc.:

We have audited the accompanying consolidated balance sheets of Interep National Radio Sales,
Inc. (a New York corporation) and subsidiaries as of December 31, 2001 and 2000, and the related
consolidated statements of operations, shareholders’ equity and cash flows for each of the three years
in the period ended December 31, 2001. These financial statements and the schedule referred to below
are the responsibility of the Company’s management. Our responsibility is to express an opinion on
these financial statements and schedule based on our andits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Interep National Radio Sales, Inc. and subsidiaries as of December 31, 2001
and 2000, and the results of their operations and their cash flows for each of the three years in the
period ended December 31, 2001, in c{,)nformity with accounting principles generally accepted in the
United States. 4

Our audits were made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The schedule listed in the index to consolidated financial statements is presented for
purposes of complying with the Securities and Exchange Commission’s rules and is not part of the
basic financial statements. This schedule has been subjected to the auditing procedures applied in the
audits of the basic financial statements and, in our opinion, fairly states in all material respects the
financial data required to be set forth therein in relation to the basic financial statements taken as a
whole.

/s/ ARTHUR ANDERSEN LLP

New York, New York
March 14, 2002




INTEREP NATIONAL RADIO SALES; INC.

CONSOLIDATED BALANCE SHEETS
(in thousands except share information)

December 31,

2003 2002
. ASSETS
Current assets:
Cash and cashequivalents . .. ... ... ... . . . $ 7661 $ 18,114
Receivables, less allowance for doubtful accounts of $808 and $1,317 in 2003 and 2002,

TESPECHIVELY . oo 27,585 29,906
Representation contract buyouts receivable ....................... P 437 801
Current portion of deferred representation comract costs . ...t 15,225 18,784
Prepaid expenses and other currents assets . .......... . ... .. . i 1,107 929

Total current assets . ... .ot t 52,015 68,534
FIXed asSets, Ml . . o o oottt e e e e e e e e e e 5,050 4,678
Deferred representation CONract COSES . ... vttt ittt et 44,830 67,110
Representation contract buyouts receivable ........... .. ... .. o il 31 —
Investments and Other ASSELS . . ... o ittt et e e e 6,315 9,644

Total 8SSELS . . ..ot e $108,241 $149,966°

LIABILITIES AND SHAREHOLDERS’ (DEFICIT) EQUITY
Current liabilities:
Accounts payable and accrued eXpenses . ... ... e $ 20,670 $ 12,388
PN eTe3 (=6 I 1<) ¢ =] A 4,950 5,072
Representation contract buyouts payable ...................... e 7,431 9,543
Accrued employee related liabilities .. ........................ e 3,313 2,648

Total current Habilities . ... e 36,364 29,651
Long-term debt (net of unamortized discount of $523in2002) ...................... 103,000 108,477
Representation contract buyouts payable .............. ... ... ... .. [P 4,779 10,118
Other noncurrent liabilIties . .. ... .. 3,880 3,275
Commitments and Contingencies:

Shareholders’ (deficit) equity:
4% Series A cumulative convertible preferred stock, $0.01 par value—400,000 shares

authorized, 114,037 and 110,000 shares issued and outstanding at December 31, 2003

and 2002, respectively (aggregate liquidation preference—¥$1 1,404 ............... 1 1
Class A common stock, $.01 par value—20,000,000 shares authorized, 6,189,460 and

5,644,699 shares issued and outstanding at December 31, 2003 and 2002, respectively . 62 56
Class B common stock, $.01 par value—10,000,000 shares authorized, 4,058,699 and

4,603,460 shares issued and outstanding at December 31, 2003 and 2002, respectively . 40 46
Additional paid-in-capital ....... ... . . s 51,149 51,176
Accumulated defiCit ... ... e e (91,034)  (52,834)
Total shareholders’ (deficit) equity .. ...... ..ottt i (39,782) (1,555)
Total liabilities and shareholders’ (deficit) equity ......... ... . ... i, $108,241 $149,966

The accompanying notes are an integral part of these consolidated financial statements.
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INTEREP NATIONAL RADIO SALES, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
' (in thousands except per share data) '

For the Year Ended December 31,

. 2003 2002 2001
COMMISSION TEVENUES . . . oot e et eaeee e DT $ 87,755 $87.372 $ 81,128
Contract termination revenue ...... [ T 666 7,220 21,431

TOAl TEVENMUES .« - . ettty e e e e et 88,421 94,592 102,559
Operating expenses: ‘ : _
Selling EXPENSES v\ e e T ‘ 64,783 58,111 65,604
General and administrative eXpenses ............... ..., R 14,365 12,052 12,103
Depreciation and amortization €Xpense . ................... e e 33,989 23,651 36,673

‘ Total Operating EXPemMSeS . . ..ot v vt r et e 113,137 93,814 114,380
Operating (loss) income ..:............... e U (24,716) 778  (11,821)

- InterestexXpense, Nt ... ... ...ouii i 12,613 10,469 9416
LOSS ONINVESHITIENLS .+« « o o v C et e et e e e e e e e e e e e e o — 525 3,340
Other 108S (INCOME) . .. ..ottt ees SR 528 — (236)
Loss before benefit for income taxes ........... JR (37.857) (10,216) (24,341)
Provision (benefit) forincome taxes . ............. .. . i . 343 7,360 (4,486)
Netloss oot i e e e (38,2000 (17,576) .. (19,855)
Preferred stock dividend .. ..... DN e e : 468 240 —
Net loss applicable to common shareholders .................... e $(38,668) $(17,816) $(19,855)
Basic and diluted loss per common share . ........ . . $ (377) S (1.88) $ (2.28) '

The accompanying notes are an integral part of these consolidated financial statements.
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INTEREP NATIONAL RADIO SALES, INC.

, CONSOLIDATED‘STATEMENTS OF CASH FLOWS
‘(in thousands)

For the Year Ended December 31,

2003 2002 2001
Cash flows from operating activities: . _
Nt 0SS L\ttt e $(38,200) $(17,576) $(19,855)
Adjustiments to reconcile income to net cash provided by operatmo activities: - -
Depreciation and amortization .. ............vreriniiannnarnn .. 33,989 23,651 36,673
0SS ONINMVESTMEIES &« . o vttt ettt et et e e et e e et e —_ 525 3,340
Non-cash compensation (income) EXPENSe . ... ...l P, 38 (1,251) 715
Non-cash interest expense .................... [P e 1,688 15 —
Changes in assets and 11ab1]1tles
“"Receivables .. ... . DI ©2,321 - (3,250) 7,154
Representation contract buyouts receivable . ....... ... . ..., e 333 (801) (520)
Prepaid expenses and other current assets .. ................c........ 289 22 148
Other noncurrent assets . ................. e ' 690 6,119 (6,772)
Accounts payable and accrued expenses . ... ... e 7,542 3,433 (7,515)
Accrued Interest .. ... ... (122) 122 —
Accrued employee related labilities .............................. 665 (1,093) (2,475)
Other noncurrent liabilities . ........ ... . ... . . . . . . .. 605 (1,439) 262
Net cash provided by operating activities ............. .. ... covineen. .. 9,838 8477 11,155
Cash flows from investing activities: ' o :

_ Additions'to fixed assets .. .......... P P L 221 (541) (681)
Redemption of marketable securities . . . .. P e R o — — 9965
Net cash (used in) provided by invésting actlvmes el S 2,271y -~ (541) 97284
Cash flows from financing activities: S
Representation contract payments ... ........... I DU (11,553) (23.472) (35,478)
Debt (repayments) borrowings, het of financirg costs ......0........7.... (10,000 9,584 - —
Net borrowings on credit facility, net of financing costs ................ L 3,533 — —
Issuance of Class A convertible preferred stock and warrants, net of issuance

COSts ..... PR, e e s e e — 10,230 . _
Issuance of common stock . ......... ... i — . 2334 2,860
Net cash used in financing activities . .......... ... .. e, (18,020) (1,324) (32,618)
Net (decrease) increase in cash and cash equivalents .................... . (10,453) 6,612  (12,179)
Cash and cash equivalents, beginningof year .......................... . 18,114 11,502 23,681
Cash and cash equivalents, end of year ........ N $ 7,661 $ 18,114 $ 11,502
Supplemental disclosures of cash flow information:

Cash paid during the year for:
Interestpaid ................ [ [P $10,825 $ 9900 $ 9,900
Income taxes paid,net ........... S . 343 318 452
Prepayment penalty ontermioan ... ..:.. ..o it . 500 — —

Non-cash investing and financing activities: . :
Station representation contracts acquired . .. ... ... .. oL $ 4,100 $ 1,210 $ 19,648
Preferred stock dividend .................... e e 468 240 —
Issuance of warrants and common stock .......... ... ... . o — 643 —

The accompanying notes are an integral part of these consolidated financial statements.
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INTEREP NATIONAL RADIO SALES, INC:

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands except share information)

1. Summary of Significant Accounting Policies

Principles of Consolidation

The consolidated financial statements include the accounts of Interep National Radio Sales, Inc.
(“Interep”), together with its subsidiaries (collectively, the “Company”’). All significant intercompany
transactions and balances have been eliminated. '

Use of Estimates

" The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Revenue Recognition

The Company is a national representation (“rep”) firm serving radio broadcast clients throughout
the United States. Commission revenues are derived from sales of advertising time for radio stations
under representation contracts. Commissions and fees are recognized in the month the advertisement is
broadcast. In connection with its unwired network business, the Company collects fees for unwired
network radio advertising and, after deducting its commissions, remits the fees to the respective radio
stations. Fees payable to stations have been offset against the related receivable: from advertising
agencies in the accompanying consolidated balance sheets. For the years ended December 31, 2003,
2002 and 2001, commission revenues include revenue derived from sales of advertising on the Internet
of $2,254, $2,572 and $761, respectively. The Company records all commission revenues on a net
basis. Commissions are recognized based on the standard broadcast calendar that ends on the last
Sunday in each reporting period. The broadcast calendar for the calendar years ended December 31
2003, 2002, and’ 2001 each had 52 weeks.

Representation Contract Termination Revenue and Contract Acquisition Costs

The Company’s station representation contracts usually renew automatically from year to year
unless either party provides written notice of termination at least twelve months prior to the next
automatic renewal date. In accordance with industry practice, in lieu of termination, an arrangement is
normally made for the purchase of such contracts by a successor representative firm. The purchase
price paid by the successor representation firm is generally based upon the historic commission income
projected over the remaining contract period plus two months. Income earned from the sale of station
representation contracts (contract termination revenue) is recognized on the effective ‘date of the
buyout agreement. Costs of obtaining station representation contracts are deferred and amortized over
the life of the new contract. Such amortization is included in the accompanying consolidated
statements of operations as a component of depreciation and amortization expense. Amounts which are
to be amortized during the next year are included as current assets in the accompanying consolidated
balance sheets.
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INTEREP NATIONAL RADIO SALES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Continued)
(m thousands: except share information)

Cash and Cash Equivalents and Marketable Securities

The Company considers cash in banks and investments with an original maturity of three months
or less to be cash equivalents. Marketable securities consist of investments in debt securities with
original maturities of less than twelve months. During 2001, the Company liquidated its marketable
equlty securities for book value.

Fixed Assets, net

Furniture, fixtures and equipment are recorded at cost and are depreciated over three to ten-year
lives, and Jeasehold improvements are amomzed over the shorter of the hves of the-leases or assets, all
on a straight-line basis.

Statement” of P-osition 98-1 Accounting For The Costs ‘Of Computer Software Developed Or
Obtained For Internal Use (“SOP 98-17) provides guidance on accounting for the costs of computer
software developed or obtained for internal use. The costs for such computer software is amortized on
a straight- lme basis over three years.

Depreciation and Amortization Expense

A summary of depreciation and amortization expense for the years ended December 31, 2003,
2002, and 2001 is as follows: -

2003 2002 2001
Depreciationof fixed assets ............... ... oo $ 2574 $ 2,197 $ 1,818
Amortization of contract acquisition costs . . ... .. .. 29,941 20,204 30,553
Amortization of intangible and otherassets ... .....,.............. 1,474 1,250 4,302

$33,989 $23,651 $36,673

In 2003, the amortization of contract acquisition costs includes the writeoff of approximately
$11,600 of deferred contract acquisition costs related to the termination of the Citadel representation
contract. In 2001, amortization of contract acquisition costs includes the writeoff of approximately
$6,000 of deferred contract acquisition costs related to the Clear Channel settlement (see Note 12).
Addltlonally, in 2001, amortization of intangible assets includes a $2,400 charge for goodwill
impairment.

Long-Lived Assets

In January 2002, the Company adopted Statement of Financial Accounting Standards (“SFAS™)
No. 142 Goodwill and Other Intangible Assets. The Company currently does not have any goodwill on
its books, therefore the adoption of this statement did not have a significant impact on the Company s
financial position and results of operations.
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INTEREP NATIONAL RADIO SALES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in thousands except share information)

In January 2002, the Company adopted SFAS No. 144 Accounting for the Impairment.or Disposal
of Long-Lived Assets, which addresses financial accounting and reporting for the impairment or
disposal of long-lived assets and supersedes SFAS No. 121. During 2001, the Company assessed the
impairment of its long-lived assets under SFAS No. 121 Accounting for the Impairment of Long leed
Assets and for Long Lived Assets to be Disposed of.

We assess the impairment of our long-lived assets in accordance with SFAS No. 144, which
requires testing when events or changes in circumstances indicate that the carrying amount of the asset
may not be recoverable. We reevaluate these intangible assets each reporting period to determine
whether events and circumstances warrant a revision in their remaining life. SFAS No. 144, which also
applies to other long-lived assets siich as plant, property and equipment, as well as groups of assets,
provides examples of indicators of potential impairment such as: a significant decrease in market price
of the asset; a significant adverse change in the extent or manner in which the asset is used; a
significant adverse change in legal factors or the business. chmate an adverse action or assessment by a
regulator; excess cost accumulation for the acquisition or construction of the asset; current period
operating cash flow losses combined with a similar hlstory or a projection of future losses; and a more
likely than not expectation that the asset will be sold. If any indicators were present, we would test for
recoverability by comparing the carrying amount of the asset to the net undiscounted cash flows
expected to be generated from the asset. If those net undiscounted cash flows do not exceed the
carrying amount (i.e. the asset is not recoverable), we would perform the next step Wthh is to
determine the fair value of the asset and record an nnpamnent if any.

Stock Growth Plan

The Company maintains a Stock Growth Plan (“SGP”) for-eligible employees. Cash contributions
made by the Company to the SGP are recorded as compensation expense. Shares of the Company’s
stock owned by the SGP are treated as outstanding common stock.

Stock-Based Compensation

The Company has elected to continue to account for its employee stock-based compensation plan
using the intrinsic value method, as prescribed by APB No. 25 Accounting for Stock- Issued to
Employees and interpretations thereof (collectively “APB 25”) versus the fair value method allowed by
SFAS No. 123. The-Company has implemented the disclosure provision of SFAS No. 148, Accounting
for Stock-Based Compensation—Transition and Disclosure. This statement amended the disclosure
provisions of Financial Accounting Standards Board (“FASB”) SFAS No. 123, Accounting for Stock
Based Compensation, to require prominent disclosure of the effect on reported net income of an
entity’s accounting policy decisions with respect to stock-based employee compensation and amended
APB Opinion No. 28, Interim Financial Reporting, to require disclosure of those effects in interim
financial information. Accordingly, no compensation cost has been recognized in the accompanying
Consolidated Statements of Operations for the years ended December 31, 2003, 2002 and 2001 in
respect of stock options granted during those periods. See Note 6 to Consolidated Financial Statements
for further discussion of the Company’s accounting for its stock-based compensation plans. Had
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INTEREP NATIONAL RADIO SALES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in thousands except share information)

compensation cost for these options been determined consistent with SFAS No. 123 and SFAS No.
148, the Company’s net loss applicable to common shareholders, basm and diluted loss per share
would have been as follows: '

2003 2002 2001

Net loss applicable to common shareholders, as reported ....."...... $(38,668) $(17.816) $(19,855)
- Deduct: Total stock-based.employee compensation expense, -, -
deterrmned under-fair value based method for all awards, net of
related tax effects ........ e e (746) (938) 937)
Proformanetloss ... ..ottt e $(39,414) $(18,754) $(20,792)
Loss per share:
Basic and diluted—as reported ... .... e e 83T 8 (L 88) $ (2 28)
‘ Bas1c and dlluted——pro forma . e e % (385 $ (1.98) $ (2 38)

As required, the pro forma disclosures above 1nclude opnons granted since January 1, 1995.
Consequently, the effects of applying SFAS No. 123 for providing pro forma disclosures may not be
representative.of the effects on reported net income (loss) for future years until all options outstanding
are included in the. pro forma disclosures. For purposes of pro forma disclosures, the estimated fair
value of stock-based compensation plans and other options is amortized to expense primarily over the
vesting period.

Deferred compensation is only recorded if the current price of the underlying stock exceeds the
exercise price on the date of grant. The Company records and measures deferred compensation for
stock options granted to non-employees at their fair value. Deferred compensanon is expensed on a
- straight- hne basis over the penod the serv1ces are provided. ’ : - :

Restructuring and Severance Charges

A strategic restructuring program was undertaken in 2001 in response to:difficult economic
conditions and to further ensure the Company’s competitive position. In 2001, the Company
recognized restructuring charges of $3,471, which were primarily comprised of termination benefits.
The restructuring program resulted in the termination of approximately 53 employees. At December
31, 2002, the remaining accrual was approximately $742. During 2003, the Company offered an early
retirement program, which was accepted by 17 people, including four executives, to reduce
compensation costs on a going forward basis. This resulted in approximately $3,000 of termination
- benefits to be paid over an extended period of time, approximately $2,740 of which was recorded
during 2003 ‘at net present value. In June 2002, FASB issued SFAS No. 146, Accounting for Costs
Associated with Exit or Disposal Activities. This statement requires the Company to record this new
liability at fair value as of the time the liability was incurred. The Company paid approximately $1,272
and $2,175 of termination benefits under both programs during the years ended December 31, 2003
and 2002, respectively, and has accreted approximately $95 of interest expense in 2003. At December
31, 2003 and 2002, the accompanying consolidated balance sheets include accruals relating to the
restructuring program of $2,230 and $742, respectively, of which $1,463 and $563, respectively, are
included in accrued employee related liabilities and $767 and $179, respectively, are included in other
noncurrent liabilities. In 2003, $75 is included in accounts payable. ' :
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INTEREP NATIONAL RADIO SALES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in thousands except share information)

Loss per Share

Basic loss per share for each of the respective years has been computed by dividing the net loss
applicable to common shareholders by the weighted average number of common shares outstanding
during the year which was 10,248,159, 9,490,519, and 8,715,129 for the years ended December 31,
2003, 2002, and 2001, respectively. Diluted loss.per share would reflect the potential dilution that
could occur if the outstanding options to purchase common stock were exercised. For the years ended
December 31, 2003, 2002, and 2001, the exercise of outstanding options would have an antidilutive
effect and therefore have been excluded from the calculation.

Income Taxes

Our current and deferred income taxes, and associated valuation allowances, are impacted by
events and transactions arising in the normal course of business as well as in connection with special
and non-recurring items. Assessment of the appropriate amount and classification of income taxes is
dependent on several factors, including estimates of the timing and realization of deferred income tax
assets and the timing of income tax payments. Actual collections and payments may differ from these
estimates as a result of changes in tax laws as well as unant1c1pated future transactions  impacting
related income tax balances. : ‘ »

Segment Reporting

SFAS No. 131, Disclosure about Segments of an Enterprise and Related Information requires the
Company to report segment financial information consistent with the -presentation made to the
Company’s management for decision making purposes. The Company is managed as one segment and
all revenues are derived solely from representation operations and related activities.

" Comprehensive Income

The Company adopted SFAS No. 130, Reportmg Comprehensive Income Wh1ch requires the
Company to report and display certain information related to comprehensive income. As of December
31, 2003, 2002 and 2001 net income equaled comprehensive income.

Reclassification

Certain reclassifications have been made to prior perio'd financial statements to conform to the
current pertod’s presentation.

2. New Accounting Pronouncements

The FASB issued Interpretation No. 46, Consolidation of Variable Interest Entities, an
interpretation of Accounting Research Bulletin No. 51, in January 2003. This interpretation addresses
the consolidation by business enterprises of variable interest entities as defined in the interpretation.
The interpretation applied immediately to variable interest entities created after January 31, 2003, and
to variable interests in variable interest entities obtained after January 31, 2003. Significant changes to
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INTEREP NATIONAL RADIO SALES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in thousands except share information)

this interpretation were proposed by FASB in October 2003, including delaying the effective date to
the beginning of the first reporting period ending after December 15, 2003. The Company does not
currently own an interest in any variable interest entities. The adoption of this statement did not have a
material effect on these financial statements.
3.  Acquisitions and Investments

In December 2000, the Company invested $3,000 in Cybereps, Inc. increasing its ownership
percentage from 16% to 51%. The Company retroactively accounted for the investment using the
equity method of accounting and for the year ended December 31, 2001, has recorded an equity loss on
the investment of $1,561, which is included in loss on investments in the accompanying statements of
operations, In October 2001, the Company assumed effective control of Cybereps’ operations and has
consolidated its operations from that date. In addition in 2001, we recorded an impairment of $2,400
pertaining to our goodwill in Cybereps, Inc. created as a result of the Company’s consolidation in
October 2001. In September 1999, the Company acquired substantially all of the assets of Morrison
and Abraham, Inc., a promotion and marketing consulting service to the radio broadcasting industry,
for approximately $1,000 paid upon closing and a maximum of $3,000 to be paid contingent upon
certain future performance measures over five years. The performance measures were met for the year
ended December 31, 2002 and therefore, the Company has paid an additional $2,000 to date. No
payment was required in 2003. The acquisition has been accounted for by the purchase method;
accordingly, operating results are included in the accompanying statements of operations from the date
of purchase. The acquired assets include fixed assets, current assets and rights to certain service
agreements. The excess of cost over the fair market value of the assets acquired is attributable to
customer list intangible and is being amortized over a five year period.

- The Company has investments in affiliates, which are accounted for using the cost method of
accounting, as the Company does not have the ability to exercise significant influence over operating
and financial policies of these affiliates. During 2002, the Company recorded a write down of
approximately $525 1o reflect these investments at their net realizable value. This charge is included in
loss on investments in the accompanying statement of operations. During 2001, the Company recorded
a write down of approximately $1,900 and is included in loss on investments in the accompanying
statement of operations. The total carrying value of these investments was approximately $2,000 as of
December 31, 2003 and 2002, representing a range of ownership from 8% to 16% of the affiliated
companies.




INTEREP NATIONAL RADIO SALES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in thousands except share information)
4. Fixed Assets

Fixed assets are comprised of the following:

December 31,

2003 2002
Fumniture and eQUIPIMIENt . .. .o oo ottt ettt e e $ 17,398 $ 15,989
CoOmMPULEr SOTTWAIE . .. ..ot et e et e e 3,954 2,425
Leasehold Improvements . .. ...ttt e 6,141 6,133
Equipment held underlease ...... ... ... i 3,461 3,461

30,954 28,008
Less—Accumulated depreciation and amortization . . . ..........oie e . (25,904) (23,330)
FIXEd @SSELS, TEL .+ . o vt ettt et e e e e et e e e e $ 5,050 $ 4,678

5. Accounts Payable

The Company utilizes a cash management system whereby overnight investments are determined
daily. Included in accounts payable are $5,804 and $8,693 of book overdrafts as of December 31, 2003
and 2002, respectively, which result from this cash management program.

6. Employee Stock Plans
Employee Stock Ownership Plan

The Company maintained an Employee Stock Ownership Plan (the “ESOP”) for eligible
employees that was terminated in 2001. The ESOP distributed substantially all of its assets to the
ESOP employee participants prior the end of 2002. In connection with such distribution, all shares of
the Company’s Class B common stock held by the ESOP in participant accounts were transferred to
such participants’ accounts in the Company’s Stock Growth Plan and all cash held was transferred, in
accordance with participant elections, to their 401(k) accounts with the Company or various roll-over
IRAs.

As of December 31, 2003 and 2002, the Company’s ESOP owned no Class B common shares.
During 2001, the ESOP transferred 119,576 shares to the Company’s 401(k) Plan (see Note 7).

Stock Growth Plan

On January 1, 1995, the Company established the Stock Growth Plan, a qualified stock bonus
plan through which certain qualified employee compensation is allocated to the plan. Participation in
the Stock Growth Plan is mandatory and non-contributory for all eligible employees. Stock Growth
Plan participants are at all times fully vested in their accounts without regard to age or years of service.
The Company makes regular quarterly cash contributions to the Stock Growth Plan. For the years
ended December 31, 2003, 2002, and 2001, the Company recorded compensation expense of $2,440,
$2,321, and $2,708, respectively in relation to these contributions. The Company’s contributions to the
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~ 7 INTEREP NATIONAL RADiO SALES, INC.
~ NOTES TO CONSOLIDATED FINANCIAL STAT_EMENTS'_—-(Continued)
(in thousands except share information)

Stock Growth Plan were used to purchase shares of Interep Class B common stock from the Company
in 2002 and 2001. In 2003, the Company used the contributions to purchase Interep Class A common
stock on the open market. No accrual was required as of December 31, 2003 and 2002.

During 2002, the Company issued 747,759 shares of Class B common stock to the Interep Stock
~ Growth Plan for net cash proceeds of approximately $2,300. During 2001, the Company issued
680,330 shares of Class B common stock to the Interep Stock Growth Plan for net cash proceeds of
approximately $2,800. The shares were issued at the estimated current fair market value on the date of
issuance, determined based on the trailing 20-day trading average of the Company’s Class A common
stock. During 2003, 2002 and 2001, the Stock Growth Plan purchased 668,480, 10,000 and 13,000
shares of Class A common stock, respectively, on the open market at a weighted average fair value of
$2.12, $2.51 and $3.63, respectively. As of December 31, 2003 and 2002, the Stock Growth Plan
owned 3,422,780 and 4,042,632 Class B common shares, respectively, and 746,002 and 100,595 of
Class A common shares, respectively, representing approxirmately 40.7% and 40.4%, respectively, of
the Company’s total shares outstanding, before consideration of common stock equivalents. Shares
owned by the Stock Growth Plan are recorded as outstanding stock of the Company. Distributions to
participants are made in the shares of the Company’s Class B common stock allocated to their plan
accounts upon termination of employment.

Stock Options

The Company follows APB 25 and related Interpretations in accounting for its employee stock
options. Under APB 25, because the exercise price of the Company’s employee stock options equals
the market price of the underlying stock on the date of grant, no compensation expense generally is
recognized. . .

Pro forma information regarding net income and earnings per share, as presented in Note 1, is
required by SFAS No. 123, as amended by SFAS No. 148, and has been determined as if the Company
had accounted for its employee stock options under the fair value method of SFAS No. 123 as of its
effective date. The weighted averaged fair value for options was estimated at the dates of grants using
the Black-Scholes option-pricing model to be $1.72 for 2003 and $3.30 for 2002, with the following
weighted average assumptions: risk free interest rate of 3.25% for 2003 and 2002; expected volatility
factors of 108% and 174% for 2003 and 2002, respectively; expected dividend yield of 0% for 2003
and 2002; and estimated option lives of 5 years for 2003 and 2002. No stock options were issued in
2001. ‘

In 1999, the Company adopted the 1999 Stock Incentive Plan: The plan provides for the granting
of options and appreciation rights of the Company’s Class A and Class B common stock. The option
~ price per share may not be less than the fair market value of the Class A and Class B common stock on
- the date the option is granted. Thé aggregate number of shares may not exceed 666,667 for any
participant during any three consecutive 12-month periods, and the maximum term of an option may
not exceed ten years. Options primarily vest in three equal annual installments. Under the terms.of the
plan, the Company is authorized to grant options to purchase up to a total of 2,000,000 shares of Class
A and Class B common stock. ' -
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INTEREP NATIONAL RADIO SALES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(in thousands except share information)
A summary of the stock options outstandlng during the years ended December 31, 2003, 2002,
and 2001 is set forth below:

Weighted

Average

Number of  Exercise
- . . Shares Price
" Qutstanding at December 31,2000 ........... ... .. ...l .5,006,739  $3.62
Exercised during 2001 . ... .. . .. e (26,500) 2.81
Forfeited during 2001 . ............... RS (87,150) 2.81
Outstanding at December 31,2001 ..o - 4,893,080  $3.64
Granted during 2002 .. ......... ... e 10,000 3.32
Exercised during 2002 .......... ... ... ...... e P (3,833) 281
Forfeited during 2002 .. .............. [ (19,150)  2.81
Outstanding at December 31,2002 . ...........cooeeer.... ... 4.880,106 $3.64
Granted during 2003 ............... N PR e 290,000 1.96
Exercised during 2003 .. ......... ...l e — —
Forfeited during 2003 .. ...... ...l (48,701)  2.81
Qutstanding at December 31,2003 ............... e 5,121,405  $3.56
Options exercisable at December 31,2002 ...................... 4,716,260 $3.67
Options exercisable at December 31,2003 ........ ... ... .. ...... 4,824,738 $3.65

"The following table summarizes information regarding the stock options outstanding at December
31, 2003, either pursuant to the terms of the Plan or pursuant to the terms of the optlon grant, if granted
prior to the adoption-of the Plan:

Remaining
Number of options Number of options Exercise Contractual
outstanding exercisable o Price -~ - ' Life
208,960 ' 208,960 - $1.56 : 2 Years
288,440 ’ 288,440 2,77 ' 2 Years
417,920 417,920 391 2 Years
835,839 - 835,839 3.80 4.5 Years
1,985,119 . - 1,985,119 4.02 4.5 Years
- 470,160 i . 470,160 ) 4.20 S Years
614,967 614,967 -o281 6.5 Years
10,000 3,333 3.32 ‘8.5 Years
40,000 — 1.73 9.3 Years
250,000 — ' 2.00 99 Years

5,121,405 4,824,738

In prior years, the Company repriced 775,300 options with an exercise price of $8.77 to an
exercise price of $2.81, which represented the fair market value on the date- of the repricing. In
-accordance with generally accepted “accounting pr1nc1p1es the: Company has adopted variable plan
accounting’ for these options from the date of the repricing and has reduced compensation expense of
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$1,251 in 2002 and recorded compensation expense of $715 in 2001. The price of the stock dropped
below the repriced. levels after trading at prices higher than the repriced levels. No compensation
expense was reqmred in 2003.

"~ On"March 19, 2003, the Company granted 40, OOO optlons to an executtve of the Company atan -

exercise price of $1.73, which was the fair market value at the date of grant. These options vest over a
three-year period. On November 21, 2003, the Company granted 250,000 options to an executive of
the Company at an exercise price of $2.00, which was the below fa1r market value at the date of grant.
The Company recorded compensation expense of $38 related’ to these opttons since they were granted
at below market value. These options vest oveér a threg- -year penod '

7. Employee Benefit Plans
Managers’ Incentive Compensation Plans

The Company maintains various managers’ incentive compensation plans for substantially all
managerial employees. The plans provide for incentives to be earned based on attainment of threshold
operating profit and market share goals estabhshed each year, as defined. The Company provided
approximately $774, $1, 046 and $562 for such compensation during 2003 2002, and 2001,
respectively.

401(k) Plan

The Company has a defined contribution plan, the 401(k) Plan, which covers substantially all
employees. who have completed ninety days of service with the Company. Under the terms of the
401(k) Plan, the Company may contribute a matching contribution percentage determined by, and at
the discretion of, the Board of Directors but not in excess of the- maximum amount deductible for
federal income tax purposes. Company contributions vest to the employees at 20% per year over a
five-year period. The Company provided $722 $764 and $761 in the form of cash in 2003, 2002, and
2001, respectlvely

Deferréd ‘Compensation Plans

Certain of Interep’s subsidiaries maintain deferred compensation plans which cover employees
selected at the discretion of management. Participants are entitled to deferred compensation and other
benefits under these plans. In 2003, 2002, and 2001, the Company provided compensation expense of
$67, $85, and $96, respectively related to these plans. . -

" The Company has agreements with several of its employees to provide' supplemental income
- benefits. The benefits under these plans were fully vested as of December 31, 2003. The Company
provided $126, $188, and $184 in 2003, 2002, and 2001, respectlvely, for these plans Wthh principally
-~ represented interest on-the vested benefits. - - . S o
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. Amounts due under these plans and agreements of $2,275 were fully vested as of December 31,
2003 and are recorded as accrued expenses ($505) and other noncurrent liabilities ($1,770) on the
Company’s consolidated balance sheets; however, they remain subject to further appreciation/
depreciation upon changes in value (as defined).

Other

The Company has life insurance policies on certain ‘of .its executives for which Interep is the
beneficiary. Proceeds from these policies will be used to partially fund certain of the retirement
benefits under these supplemental agreements. Such policies had cash surrender values of $1,982 and
$803 as of December 31, 2003 and 2002, respectlvely, and offsettmg loans of $926 and $578,
respectively, which is included in Investments and Other Assets on the accompanying consolidated
balance sheets. :

8. Income Taxes

Interep and its subsidiaries file a consohdated federal tax return However for state tax purposes,
separate tax returns are filed in various jurisdictions where losses on certain subsidiaries are not
available to offset income on other subsidiaries, and tax benefits on such losses may not be realized. As
a result, the consolidated tax provisions are determined considering this tax reporting structure and
may not fluctuate directly with consolidated pretax income. ' )

Components of the provisions for income taxes are as follows:

Year ended December 31,

2003 . 2002 2001
Current: . .. . - e - S ; o
Federal ... ... S e 5 - 3% — 5 —
State ............ e e P S 343 464 535
 Deferred: ) - S . : :
Federal ... .. [ B (14,843) 328 (9,050)
Valuation Allowance . ............ccoiiitiiennninn. 14,843 6,568 4,029

Total provision (benefit) .......... e $ 343 $7,360 $(4,486)

A reconciliation of the U.S. federal statutory tax rate to the effective tax rate on the loss before
income taxes for the periods ended December 31, 2003, 2002, and 2001, is as follows:

. - 2003 2002 2001
Benefit computed at the federal statutory rate of 34% . e . $(12,988) '$(3,473) $(8,276)
State and local taxes, net of federal income tax benefit .. . e (1,639 (306) (1,044
_Change in valuation allowance and other adjustments ....... e 14,843 10,623 4,395
Nondeductible travel and entertainment expense ....... e 163 168 167 -
* Nondeductible insurance premiums ............ e .o (73) S22 119
Nondeductible investment 108§ ... .....oooveuernennnnn... [ C— 326 153
Other .. 37
Total ..o i $ 343 §$ 7,360 $(4,486)
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Temporary dlfferences and carryforwards which gave rise to deferred tax assets and 11ab1ht1es at
December 31, 2003 and 2002, -are as follows:

December 31,

2003 2002
Deferred tax assets: o _

. Depreciation and amortization .. ....................couuene... $ 4391 $ 4214
Accruals not currently deductible for tax purposes ........... P 1,819 1,739
Consohdated net operating loss carryforward ................... . 28,409 © 17,112
Other ... 2,585 2,463

37,204 25,528
Deferred tax liabilities:

Buyoutreceivable . ... ... e 187 320
Unamortized representation contracts” .......................... 10,798 13,755
Other ... i L 779 8§56
Net deferred tax asset . ... .... PUUUTR B 25440 10,597
Valnation allowance .............. e Ceeeee - (25,440) (10,597)
 Net deferred tax asset ........ [RPRTR e P $ — s —

. _As of December 31, 2003 and 2002, the Company had an accrned-tax hablhty of $166 and $166,
respectwely, on its consolidated balance sheets. The Company has a tax net operating loss of $71,022
as of December 31, 2003 that expires in 2018 through 2023. :

9. Long-Term Debt
‘ Long-tenn debt at December 31, 2003 was comprised of $99,000 in 10.0% Senior Subordinated
Notes due July 1, 2008 (the “Notes”) and $4,000 of a $10,000 senior secured revolving credit facility,
maturing in September 2006. Long-term debt at December 31, 2002 was comprised of $99,000 in

Notes and a $10,000 five-year term loan, which was scheduled to mature in November 2007, as
described below, less the issuance of warrants as a long—term debt discount of $523.

The Notes are general unsecured obhgatlons of the Company, and the mdenture agreement for the
Notes stipulates, among other things, restrictions on incurrence of additional indebtedness, payment of
dividends, repurchase of equity interests (as defined), creation of liens (as defined), transactions with
affiliates (as defined), sale of assets or certain mergers and consolidations. The Notes bear interest at
the rate of 10.0% per annum, payable semiannually on January 1 and July 1. The Notes are subject to
redemption at the option of the Company, in whole or in part, at any time after July 1, 2003. All of the
Company’s subsidiaries are guarantors of these Notes and all guarantor subsidiaries are wholly owned
by- the Company. The guarantee is full, unconditional, joint and several with other .guarantor
subsidiaries. The Company has no other assets or operations separate from its investment in the
subsidiaries. :

The Company capitalized $4,689 of costs incurred in the offering of the Notes which is being
amortized over the ten year life of the Notes. At December 31, 2003, the remaining balance is $2,105.
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On September 25, 2003, the Company entered into a $10,000 senior secured revolving credit
facility with Commerce Bank, N.A. to replace the Company’s $10,000 senior secured term loan facility
with an institutional lender. The revolving credit facility enables the Company to efficiently manage its
cash as we may borrow, repay and re-borrow funds as needed. The revolving credit facility has an
initial term of three years. The credit facility is secured by a first priority lien on all of the Company’s
and its subsidiaries’ property and assets, tangible and intangible. The facility provides for interest to be
paid monthly on the borrowings at rates based on either a prime rate or LIBOR, plus a premium of 1%
for prime rate borrowings, and 4% for LIBOR borrowings. In addition to covenants similar to those in
the indenture governing the Notes, the credit facility requires, among other things, that the Company (i)
maintain certain 12-month trailing Operating EBITDA levels (“Operating EBITDA” is defined in the
Loan and Security Agreement as, for any period: (a) the Company’s consolidated net income (loss),
plus (b) all taxes on income plus state and local franchise and corporation taxes paid by the Company
and any of its Subsidiaries plus (c) all interest expense deducted in determining such net income, plas
(d) all depreciation and amortization expense and other non-cash charges (including, without
limitation, non-cash charges resulting from the repricing of employee stock options), plus (e) severance
costs expensed but not yet paid in cash, less (f) extraordinary gains, plus (g) extraordinary losses, less
(h) contract termination revenue); (ii) have certain minimum accounts receivable as of the end of each
quarter; (iii) have not less than $200,000 of representation contract value as of the end of each quarter;
and (iv) have not less than $2,000 of cash and cash equivalents as of the end of each quarter. The
Company has incurred approximately $467 in legal and other costs directly related to the revolving
credit facility, which will be amortized into interest expense over the life-of the facility. The remaining
$1,200 of unamortized financing costs related to the term loan facility that was replaced by the
revolving credit facility was written off to interest expense in the third quarter of 2003. The remaining
$400 of unamortized discount related to the warrants issued in conjunction with the term loan facility
was also written off to interest expense during the third quarter of 2003. Substantially all of the
Company s subsidiaries. are guarantors of the revolving credit facility. Each guarantee is full
unconditional and joint and several with the other guarantees.

On November 7, 2002, we entered into an agreement with an institutional lender to provide us
with a $10,000 term loan facility. The loan had a five-year term, maturing in November 2007, was
secured by a security interest in substantially all of our assets and requires that interest at a rate of
8.125% be paid quarterly. In connection with the loan, we issued a warrant to an affiliate of the lender
to purchase 225,000 shares of our Class A common stock for nominal consideration. These warrants
were valued at $538 using a Black-Scholes model and were recorded as a discount to the term loan
facility, which was being amortized as interest expense based on an effective interest method over the
life of the loan. These warrants were exercised in December 2002. In addition, 50,000 shares of our
Class A common stock were issued to an advisor in connection with the term loan. These shares were
valued at $120 using a Black-Scholes model and were recorded as deferred loan cost, which was being
amortized on a stralght hne basis over the term of the loan. The loan was fully repaid on September 25,
2003. ' :
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10. Shareholders’ (Deficit) Equity

In. May 2002, the Company amended its certificate of incorporation for the purpose of
establishing a series of preferred stock referred to as the Series A Convertible Preferred Stock (the
“Series A Stock”™), with the authorization to issue up to 400,000 shares. The Series A Stock has a face

- value of $100 per share and a liquidation preference in such amount in priority over the Company’s

Class A and Class B common stock. Each share of the Series A Stock may be converted at the option
of the holder at any time into 25 shares of Class A common stock at an initial conversion price of $4.00
per share (subject to anti-dilution adjustments). If the market price of the Company’s Class A common
stock is $8.00 or more for 30 consecutive trading days, the Series A Stock will automatically be
converted into shares of Class A common stock at the then applicable conversion price. The Series A
Stock bears a 4% annual cumulative dividend that may be paid in cash or in kind (in additional shares
of the Series A Stock) at the Company’s discretion. The Company expects to pay such dividends in
kind for the foreseeable future. Holders of shares of the Series A Stock vote on most matters on an “as
converted” basis, together with the holders of Class A and Class B common stock. During 2002, the
Company completed a series of private placements to issue 110,000 units for an aggregate purchase

- price of $11,000.. Each. unit consists of one share of Series A Stock and 6.25 warrants to acquire an

equal number of shares of Class A common stock. The warrants are exercisable af any time from thé
date of grant and expire five years from the date of grant. The Company allocated the net proceeds of
approximately $10,230 from the sale of Series A Stock between the convertible preferred stock and the
warrants, both of which are classified in additional paid in capital. In accordance with EITF Issue No.
00-27, Application of Issue No. 98-5 to Certain Convertible Instruments, the Company recorded
approximately $2,100 beneficial conversion in additional paid in capital. The Company incurred
approximately $770 in legal and other costs directly related to the private placements.

During 2003 and 2002, primarily in connection with employee terminations, 544,761 and 458,762
shares of Class B common stock were converted into Class A common stock.

11. Related Party Transactions |

Since December 1979, the Company has leased from a trust, of which one of its executives is an
income beneficiary and one of its executives is the trustee, a building which is used by the Company
for training sessions and management meetings. The building was sold at December 31, 2003 and will
no longer be used by the Company. Total lease expense was $84, $84, and $78 in 2003, 2002, and
2001, respectively.

Since 1997, the Company has had an agreement with Media Financial Services, Inc:, an affiliate
of one of the Company’s executives, whereby Media Financial Services provides financial and
accounting services to the Company. The fee for these services amounted to approx1mate1y $3,400,
83, ZOO and $3,200 in 2003, 2002 and 2001, respectively.- - - e e

In January 2002, an executive of the Company personally guaranteed approxurnately $2 000 in
connection with the Katz litigation settlement. This executive is to receive a fee of 7.5% of the
guaranty amount, payable annually. In 2003 and 2002, this executive received payments of $50 and
$100, respectively. The guaranty will be in place until the settlement has been funded, which is
expected by December 2004..- :
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12. Commitments and Contingencies

At December 31, 2003, the Company was committed under operating leases, principally for office
space, which expire at various dates through 2009. Certain leases are subject to rent reviews and
require payment of expenses under escalation clauses. Rent expense was $5,679, $5,507, and $5,100 in
2003, 2002, and 2001, respectively. The noncash portion of rent expense was $439, $389, and $271 for
2003, 2002, and 2001, respectively. Also included in rent expense for 2003 is $990 related to the
sublease lease loss contingency. Future minimum rental commitments under noncancellable leases are
as follows:

2004 . © $4,994
2005 3,143
2000 ... 2,075
2007 1,957
2008 L 1,497
Thereafter . ... ... i 775

As of December 31, 2003, the total minimum sublease rentals to be received in the future under
noncancelable operating subleases were $2,660. '

The Company has representation contract buyouts payable due over the next five years, as
follows:

2004 $7.431
2005 L e 2,458
2006 ... 1,365
2007 e 306
2008 .. 300
Thereafter .. ........ ... ... ... ... ... ... .. 350

The Company has employment agreements with certain of its officers and employees for terms
ranging from two to five years with annual compensation aggregating approximately $3,820. These
agreements include escalation clauses (as defined) and provide for certain additional bonus and
incentive compensation. ’

The Company is involved in various legal actions from time to time arising in the normal course
of business. In the opinion of management, there are no matters outstanding that would have a material
adverse effect on the consolidated financial position or results of operations of the Company.

On October 23, 2003, one of the Company’s subsidiaries instituted an arbitration proceeding in
Las Vegas, Nevada against Citadel Broadcasting Corporation in connection with Citadel’s termination
of its representation contract with the Company. The Company is seeking monetary damages from
Citadel for, among other things, unpaid commissions to which the Company is contractually entitled
and other damages. arising from Citadel’s breach of the representation contract and certain other
contracts to which Citadel is a party. The Company commenced the arbitration proceeding pursuant to
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the commercial arbitration rules of the American Arbitration Association. On November 20, 2003,
. Citadel served its answer and several counterclaims. Arbitrators have been selected and the parties are
proceeding with the arbitration. The Company believes that it has factual and legal defenses to the
counterclaims and intends to pursue its claims and defend the counterclaims vigorously.

In 2000, certain clients of the Company were served summons and complaints (on separate
matters) for alleged breaches of various national sales representation agreements. The Company has
agreed to indemnify its clients from and against any loss, liability, cost or expense incurred in the
actions. In 2002, the Company entered into a settlement agreement regarding these contract acquisition
claims. The settlement will result in the offset of approximately $12,500 in representation contract
buyouts receivable and payable as well as additional contract termination revenue of $2,400. In
addition, the settlement included a payment schedule for approximately $10,000 in contract
representation buyouts payable that had been previously recorded, the remaining balance of $2,000 is
reflected in the table above.

In June 2002, the Company reached a settlement with Entravision Communications Corporation
in regard to the termination of its contract. As a result the Company recorded approximately $2,000 of
contract termination revenue.

In December 1999, the Company’s representation agreement with Clear Channel was terminated.
In April 2000, the Company filed an action in the Supreme Court of the State of New York seeking
damages arising out of Clear Channel’s alleged breach of contract of its national sales representation
agreement with the Company..As of December 31, 2000, the Company had $6,600 of current deferred
" costs on representation contract purchases and $9,400 of current representation contract buyouts
payable resulting from the purchase of the Clear Channel representation agreement in 1996. In May
2001, the Company entered into an agreement in principle with Clear Channel. The settlement
agreement resulted in a cash payment to the Company as well as the forgiveness of the remaining
payables which combined resulted in approximately $18,100 of contract termination revenue in the
accompanying statement of operations. In addition, the Company wrote off the remaining current
deferred representation contract costs throngh amortization expense (see Note 1).

13. Supplemental Information

Interest expense is shown net of interest income of $100, $107, and $763 in 2003, 2002, and 2001,
respectively.

The Company has only one broadcast group that contributes revenues in excess of 10%. Infinity,
contributed approximately 29%, 28% and 28% of the Company’s total revenues in 2003, 2002 and
2001, respectively. Infinity also represented approximately 29% and 38% of the Company’s trade
account receivables in 2003 and 2002, respectively.

In 2001, Contract ‘buyout receivables from one-group of radio representation firms represented
$12,244 of the Company’s total contract buyout receivables.
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14. Fair Value of Financial Instruments

The estimated fair values of other financial instruments subject to fair value disclosures were
determined based on broker quotes or quoted market prices. However, considerable judgment is
required in interpreting market data to develop the estimates of fair value. Accordingly, the estimates
presented herein are not necessarily indicative of the amounts that the Company could realize in a
current market exchange. The use of different market assumptions and/or estlmatlon methodologies
may have -a material effect on the estimated fair value amounts.

December 31,
2003 2002

Carrying Estimated Carrying Estimated
Amount  Fair Value Amount Fair Value

Long-term debt . ... .......cooovineiii... [ $99.000 $87.615 $99,000 $77,220

At December 31, 2003, the Company also has a $10 million senior secured credit facility, of
which $4 million was outstanding and classified as long-term debt on the consolidated balance sheet.
At December 31, 2002, the Company had a $10,000 term loan outstanding ($9,477, net of unamortized
discount), which is classified as long-term debt on the consolidated balance sheet. The carrying value
of these loans approxnnates fair market value.

The fair value of cash and cash equivalents, accounts receivables and accounts payables
approximate the carrying amount due to the short maturity of those instruments.

15. ‘Quarterly Financial Information (Unaudited)_

2003 Quarter Ended ' : March31  June30  September 30 December 31 2003 Year

Commission Tevenues . .. . ........... .. $18342 $22.832 23,009 $23.572 - $87.755
Contract termination revenue . .............. -5 570 A 49 666
Total Revenues .......... PR 18,347 23,402 ' 23,051 23,621 88.421
Operating eXpenses . . . ..oovvvurernneenn .. 24382 24,882 36,885 26,988 113,137
Operating loss .. ..o iv e (6,035) (1,480) (13,834) (3,367) (24,716)
Net loss applicable to common shareholders . . . (8947) (4,533) (18,916) . (6,272) (38,668)
Basic and diluted loss pershare ............. $ (087 § (044) $ (1.8%) $ (0.61) $ (3.7
2002 Quarter Ended March31  June 30 ' September 30° December 31 2002 Year
Commission revVenues . . ...........ouvne... $17,528 $23,704  $ 22,183 $23,957 . $87,372
Contract termination revenue ............. . 2,387 3,979 .18 836 7,220
Total Revenues . ..................... 19,915 27,683 22,201 24,793 94,592
OpEerating EXPENSESs + . v v\ vvvt v, 21,980 24,581 23,055 24,198 93,814
Operating (loss) income ................... (2,065) 3,102 (854) - 595 778
Net (loss) income applicable to common »
shareholders ........... ... .. ... .. .. (3,791) 311 (3,005) (11,331) (17,816)
Basic (loss) earnings pershare . ............. $ (041) $ 0.03 § (031 $: (1.16) $ (1.88)
Diluted (loss) earnings per share ............ $ (041 $ 0.02 $ (03D $ (1.16) $ (1.88)
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Additions
. charged
Balance (credited)
at to costs Balance
beginning and at end of
) of year expenses  Deductions year
December 31, 2001 :
Allowance for Doubtful Accounts . ....... ... ... $ 1,940 404 (597) § 1,747
Valuation Allowance on Deferred Tax Assets . . ........... ... $ — 4,029 — $ 4,029
December 31, 2002 '
Allowance for Doubtful Accounts .. ..................... R $ 1,747 119 (549)  § 1,317
Valuation Allowance on Deferred Tax Assets . ......... ... .. $ 4,029 6,568 _ $10,597
‘December 31, 2003 '
Allowance for Doubtful Accounts .. ....................... ... % 1,317 (204) (305) $ 808
Valuation Allowance on Deferred Tax Assets . .................. $10,597 14,843 — $25,440
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SIGNATURES .

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
reglstrant has duly caused this report to be signed on its behalf by the undermgned thereunto duly
authonzed in the Clty of New York, State of New York

March 29, 2004
INTEREP NATIONAL RADIO SALES, InC.
By: /s/ Ravrpu C. GUILD
Ralph C. Guild

Chief Executive Officer and Chairman of the Board
(principal executive officer)

Each. person whose signature appears below hereby appoints Ralph C. Guild and William J.
McEntee, Jr., and both of them, either of whom may act without the joinder of the other, as his true and
lawful attorneys-in-fact and agents, with full power of substitution and resubstitution, for him and in
his name, place and stead, in any and all capacities, to sign any and all amendments to this Annual
Report on Form 10-K, and to file the same, with all exhibits thereto and all other documents in
connection therewith, with the Commission, granting unto said attorneys-in-fact and agents full power
and authority to perform each and every act and thing appropriate or necessary to be done, as fully and
for all intents and purposes as he might or could do in person, hereby ratifying and confirming all that
said attorneys-in-fact and agents or their substitute or substitutes may lawfully do or cause to be done
by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed
_below by the following persons on behalf of the registrant and in the capacities and on the dates
indicated. A

/s/ Rarp C. GUILD March 29, 2004

Ralph C. Guild

Chief Executive Officer, Chairman
of the Board and Director

/s/ GEORGE E. PINE March 29, 2004

George E. Pine

President, Chief Operating Officer
and Director ,

President, Marketing Division; March 29, 2004

Director

/s/ MARC G. GUILD
Marc G. Gmld

/s/ WILLIAMJ MCENTEE JR.

William J. McEntee; Jr. -

/s/  LESLIE D. GOLDBERG

Senior Vice President and Chief
.Financial Officer (Principal
Financial and Accounting Officer)

March 29, 2004

March 29, 2004

Director
Leslie D. Goldberg
/s/ HOWARD M. BRENNER Director March 29, 2004
Howard M. Brenner )
/s{ JOHN PALMER Director March 29, 2004
John Palmer

/s/  ARNIE SEMSKY Director March 29, 2004

- Arnie Semsky
/s/  ARNOLD SHEIFFER Director March 29, 2004

Arnold Sheiffer




SUPPLEMENTAL INFORMATION

‘As of the date of ﬁhng of this Report, we "have not yet sent to our holders of common stock our
2003 annual report or proxy materials for our 2004 annual meeting of shareholders. We will send
copies of such materials to the Securities and Exchange Commission when they are sent to our security
holders.




